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AMERICAN MACHINE & FOUNDRY COMPANY 


AMEF’s 8-directional 
progress 
in 1954 







Progress Report for 1954 is out today! 


Atomic Research & Defense Products. AMF was 
awarded a prime contract to build the first privately- 
built atomic reactor for research. This project is now 
uaderway, and a second research reactor is planned 
for the New York area to be owned and operated jointly 
by a number of industrial concerns. 

AMF has also been awarded highly classified defense 
contracts for guided missile ground equipment . .. recog- 
nition of high standing in advanced engineering. 


New Acquisitions 

National Bowling and Billiard Corp., Chicago, Ill. 
BMC Manufacturing Corporation, Binghamton, N. Y. 
Potter & Brumfield Mfg. Co., Inc., Princeton, Ind. 

The Sight Light Corporation, Deep River, Conn. 

These four concerns joined AMF’s family of subsidi- 
aries in 1954. The 1954 Progress Report tells in detail 
how their acquisition fits in with AMF’s pattern of com- 
panies serving industry, government and consumer 


The Future. In the short span of one year AMF has made 
dramatic advances in the peacetime use of atomic 
energy —one of the great industries of the future. This, 
in addition to the strengthening of its industrial and con- 
sumer goods position, tremendous acceptance of the 
famous Pinspotter, and the continued recognition that 
defense contracts are a permanent and integral part of 
its operation—all are highly favorable factors for AMF 
in 1955 and in the future. 


Qrabacd tree 


Chairman of the Board and President 


f&S\ American Machine & Foundry Company 


AMF Bldg., 261 Madison Ave., New York 16, N. Y. 


Please send me your AMF Progress Report for 1954: 
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COMPLETE TELEPHONE SERVICE. This ‘“‘general store” displays some of the many kinds of equipment to meet different telephone needs. The 
exhibit shows the advantages of complete telephone service for home and business. Another new feature is the e Girlight Ourdoor booth. 


A Year of Progress 


and of New Things in Telephone Service 


Some interesting highlights from the 1954 Annual Report of A. T. & T. 


To meet the increasing communica- 
tions needs of the public, business and 
the nation, the Bell System spent $1.4 
billion for new and improved facilities 
in 1954. 

1,967,000 telephones were added, 
compared with 1,900,000 in 1953. Long 
Distance calling set new records. 

A million more telephones were 
changed to dial. Eighty-four per cent of 
all Bell telephones are now dial-operated. 

Operators now dial more than half of 
all Long Distance calls straight through 
to the distant number. People in a num- 
ber of places can also dial many of their 
distant calls. 

The average time for completing out- 


of-town calls dropped to 1.4 minutes, 
and 97 out of every 100 calls went 
through while the calling party stayed 
on the line. By these and other meas- 
ures service was the best on record. 

We started work on the first undersea 
voice cable to Europe, equipped our main 
TV network routes to carry color pro- 
grams and invented a device to convert 
sunlight directly into electricity. 

The Western Electric Company and 
Bell Telephone Laboratories, our manu- 
facturing and research organizations, un- 
dertook major new defense assignments 
at the Government’s request. 

The prospect ahead is for another 
busy year, and for even greater progress 





toward meeting and anticipating the 
wants of telephone users. 
We'll be 


Annual Report... 


glad to send you a copy of the 
American Telephone 
and Telegraph Company, 195 Broadway, 
New York 7, N. Y. EXchange 3-9800, 


Extension 2151. 
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Speutiien a® 
Politics 


Economics 


Foreign Affairs 


The 


THE PRESIDENT'S TROUBLES .. . If the President 
thought that the political climate in Washington 
would remain untroubled for the rest of the present 
session ef Congress, he must be disillusioned by new. 
Pulled simultaneously in different directions by his 
advisors, he must also face increasing hostility from 
the opposition party. Probably, he is not too much 
concerned as yet with the obvious manuevres of 
democratic politicians desperately trying to find is- 
sues for the 1956 campaign. Of far greater mean- 
ing to him is the wide split in his own party. 

On important questions such as the tariff, de- 
fense appropriations, foreign aid and the financing 
of national projects, especially road-building, school 
aid and medical care, there is far greater division 
among the republican leaders than among their 
counterparts. In fact, the President, in vote after 
vote, has generally received more support from the 
democratic party than from the republican. But he 
probably will not be able to count on this support 
much longer as some democratic chieftans have been 
so angered by the release of the Yalta documents 
that they are on the verge of a political offensive 
that may reach as far as the 





Industry 


Business 


Trend of Events 


agree that only President Eisenhower can give the 
republican party a fighting chance in the next elec- 
tions. If that is true, it is difficult to understand 
why he cannot gain the whole-hearted and consistent 
support of the great majority of republican leaders. 
Thus far, this support has been erratic and, too 
often, given grudgingly. Under the circumstances, 
battered as he is by foe and undercut by friend, no 
one can blame him for looking so longingly to his 
Gettysburg farm where it is his heart’s desire to 
retire. 


MORE AID FOR ASIA?. . . Congress will soon have 
before it a proposal by Mr. Harold Stassen, chief 
of the U. S. Foreign Operations Administration, to 
finance a $2 billion economic aid program for “free” 
Asia. The thought behind this plan is that the 
recipient Asiatic countries, not yet within the grip 
of the communists, will be enabled to build up their 
economies and thus eventually become dependable 
partners of the Western democracies, instead of be- 
coming vassals to the Kremlin. Unfortunately, from 
Mr. Stassen’s viewpoint, the launching of the new 

give-away program is badly 





White House, though the 
President himself has not 
only been innocent of their 
release but has lamented its 
obvious political purpose. Such 
frankness may get him into 
more trouble with influential 
members of his own party. 
The situation has its ironic 
overtones for most observers 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t-miss it! 


timed. Just as the plan was 
announced, Mr. Nehru upset 
the apple-cart by declaring his 
chief purpose is to make India 
a socialist state. To empha- 
size his views, he rammed 
through the Indian Congress 
an amendment to the consti- 
tution which would give the 
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state power to expropriate 
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property which it felt called on to seize in the inter- 
ests of a socialist system. 

The scope of such power far transcends that of 
any other Western government which in recent 
years may have adopted one phase or another of 
the socialist tenet, and comes close to resembling 
that of the communist governments, whose philos- 
ophy Mr. Nehru dislikes. No matter what one calls 
it the results are likely to be the same, for the dras- 
tic constitutional move planned by the Nehru gov- 
ernment could eventually mean the end of large- 
scale private enterprise in that country. 


It must occur to American citizens that by being 
asked through Congress to grant the huge sum of 
$2 billion in aid to Asia, they are virtually being 
called on to underwrite socialism. In recent years, 
the long-suffering American citizen has been asked 
to make many sacrifices for foreign nations, some 
of which have undoubtedly been necessary. But this 
particular sacrifice is certainly one that they should 
not be asked to make. No doubt, we must give some 
economic aid to Asia, under present conditions, but 
it should be on a reasonable scale and extended 
where it will do this country at least some good. 
It certainly should not be granted where the out- 
come is likely to foster socialism. 


SMALL BUSINESS IS IMPORTANT TOO .. .In its cur- 
rent report to Congress prior to hearings which 
will determine whether this federal agency will ex- 
pire June 30, or be given a new lease of life, the 
Small Business Administration gives a discouraging 
picture of the position of small business (less than 
$1 million in assets). The most significant feature 
is that in 1950, while net earnings of large corpora- 
tions were rising, earnings after taxes of small busi- 
nesses were declining. This decline remained unin- 
terrupted for four years. By the middle of 1954, it 
had carried net earnings for small business down 
from an index figure of 122 to the astonishingly low 
figure of 46 in the early months of the year. Only 
recently has there been a sign of improvement. 


These figures reveal clearly that under highly 
competitive modern conditions a very large per- 
centage of small businesses find it difficult to oper- 
ate with a worthwhile margin of profit. Among its 
chief problems in the past few years have been: 
how to secure adequate long-term capital for fixed 
assets; the sharp effects of a reduction in subcon- 
tracting opportunities with the decline in defense 
business; relatively high cost of carrying inventory, 
and steep promotional costs, for which the larger 
concerns, with their overflowing treasuries, are 
much better equipped. 


In the preoccupation of the average investor with 
the affairs of the large corporations, there has been 
a tendency in investment circles to ignore the prob- 
lems of the small businessman and the difficulties 
he faces. But there are over 4 million such enter- 
prises in the United States, ranging from the 
corner candy store to the small local company em- 
ploying several hundred people. In the aggregate 
this represents a massive economic force in this 
country. 


Obviously, the condition of small business should 


be a matter of great concern to the government. 
Since the Small Business Administration is the only 
federal agency directly concerned with the little 
businessman, it is hoped that the life of this agency 
can be extended for another two years. This would 
be particularly valuable as one of the features of 
the bill to retain the Small Business Administration 
is to give it greater latitude in extending loans to 
small business. As extension of credit on a long- 
term basis to small business is highly essential, it 
can be seen how important it is that the life of the 
agency be extended. 

Many observers have viewed with concern the 
growth of our very large corporations at a time 
when small business has a struggle in keeping afloat. 
We doubt whether a continuation of this situation 
would be in the interest of the industrial giants 
themselves, any more than that of small business 
itself. Already there are sign that the subject is 
moving into the arena of politics. Many years ago, 
“trust-busting” became a political shibboleth, which 
was very effective. There is no reason to believe 
that it has lost its appeal among the rank and file 
of small businessmen. 


POPULATION AND RESOURCES... A warning voice 
was raised last month at the annual Wild Life Con- 
ference of North America against the squandering 
of this continent’s irreplacable natural resources. 
While this country has come a long way from the 
heedless days when the forests of the Southeast and 
the older Northwest were ruthlessly cut to the 
ground, there is still to much of a tendency to 
think always that “there’s more where that came 
from.” 

Dr. William Vogt, a population authority, showed 
us the grim other side of the vast increase in num- 
bers of Americans, which we have so happily seized 
upon as evidence that a permanent boom can be built 
upon a permanent rise in demand. That isn’t neces- 
sarily so, he reminds us. We had better listen. 


At the rate population has been increasing since 
the mid-forties, it will double in the next forty years, 
Dr. Vogt believes, At the same time, the balance of 
raw material use and production has shifted against 
us, even with the population we have now. In 1890, 
he calculated, the country was adding 10 per cent 
more raw materials each year than it used up. 
Today, use is 15 per cent above renewal. 


Of course, the chances are fhat the great popula- 
tion boom of the forties and so far into the fifties 
is a phenomenon which will come to an end not too 
long hence. Since 1939 the median age of marriages 
has fallen two years. This cannot continue for an- 
other forty years unless marriages are to be com- 
monly contracted in high school. Students of such 
matters say that 2 million postwar babies were 
deferred—either by delays in marriage during the 
war, or as third and fourth births to couples who 
had deliberately limited their families in depression 
and war years. 

More serious is the outpouring of American wealth 
and knowledge all over the world. Today, this is 
part of the depletion of which Dr. Vogt speaks. A 
generation hence, if we (Please turn to page 60) 
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As J See Jt! 


By JOHN CORDELLI 


O 


CRACKS IN THE COMMUNIST ARMOR 


Y, the partnership of the Soviet Union and 
Red China invulnerable to internal strains and ex- 
ternal stresses? Both Moscow and Peiping would 
like us to think so. But our Secretary of State, Mr. 
Dulles, intimated a few weeks ago and again in one 
of his recent speeches that cracks, worth watching 
and exploiting, are be- 
ginning to appear in the 
monolithic facade that 
the Soviet Union and 
China present to the 
rest of the world. 
This does not mean 
that the Russo-Chinese 
partnership will col- 
lapse tomorrow. Noth- 
ing of the sort. Unnat- 
ural though the alliance 
may be, the Soviet Un- 
ion and Red China need 
each other to prevent 
any pincers movement 
against either of them. 
It may take a long time 
for the corrosives of 
self-interest and nation- 
alism to loosen the ce- 
ment that binds Moscow 
and Peiping together. 
But the corrosive is 
at work, and one sign 
is the perceptible 


| 


change that has taken ih y) mil | | 


place in the nature of iH 
the Russo-Chinese part- | 
nership. The period of . 
domination of Commu- 

nist China by its Soviet 

partner seems to be passing, if it has not passed al- 
ready. Peiping has graduated from the vassalship 
that marks Moscow’s Eastern European satellites. 
Peiping rather than Moscow is directing communist 
expansionism in Asia, and North Korea and Nor- 
thern Vietnam are satellites of Peiping rather than 
of Moscow. 

Other developments also point to the passing of 
Moscow’s domination of the partnership. The top 
Soviet leaders who visited Peiping last Fall were 
rather deferential to Mao, who was promised addi- 
tional aid in China’s industrialization. The joint 
Soviet-Chinese stock companies in Manchuria were 
dissolved with Peiping assuming full control, and in 
a few weeks, from now the Chinese will take over 
Port Arthur, a city whose domination by foreigners 
has symbolized China’s weakness for the last three 
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generations. Many observers believe that Peiping’s 
urgent demand for industrial goods and armaments 
may have been an important factor in Moscow’s de- 
cision to concentrate once more on the output of 
capital goods and the building up of heavy industry 
at the expense of consumer goods. 

What has been re- 
sponsible for the growth 
of Red China’s impor- 
tance in communist 
councils? The number 
one reason is perhaps 
the rise of her prestige 
among the neighboring 
countries of Southeast 
Asia. The _ successful 
consolidation of a vast 
country like China has 
in itself been no mean 
achievement. But some 
of the prestige built up 
has been simply due to 
the lack of positive pol- 
icy toward China on the 
part of the Free World. 
Here can be listed our 
own reluctance to push 
the Korean front closer 
to China’s vital indus- 
trial centers in Man- 
churia, and our haste to 
end an unpopular war 
in Korea at almost any 
cost. The lack of Allied 
unity in Indochina and 
skillful maneuvering by 
Red Chinese Prime 
Minister Chou Enlai in 
Geneva made China look stronger and more de- 
termined than she actually was. 

The quality of leadership has also favored the rise 
of Peiping. If anyone today were entitled to wear 
Stalin’s mantle as the infallible high priest of com- 
munism, it would be China’s President Mao Tse-tung 
rather than the garrulous Krushchev or the “Politi- 
cal General” Bulganin. Moreover, in China the line 
of succession to the throne is clear. The heir ap- 
parent, Prime Minister Chou Enlai, brilliant and 
without scruples, has no match among the Russian 
leaders. 

But there is also a considerable difference in the 
natures of the communist regimes in the Kremlin 
and in Peiping. The leaders in the Kremlin, as Mr. 
Dulles pointed out, are anxious to keep out of war 
at present, if for no (Please turn to page 60) 
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Market Feverish—and Highly Volatile 


On an over-all basis, stock prices rose fairly broadly over most of the last fortnight. The 


daily averages made up the greater part of 


recent declines. A test of ability to better the 


earlier bull-market highs may be near. In portfolio changes, continue to put the primary 


emphasis on the carefully appraised values 


By A. T. 


R ecent sharp decline in the stock market 
ended with a selling climax on Monday, March 14, 
just two weeks ago as we go to press, and has been 
followed by a good recovery, most of which was 
scored in the four trading sessions of March 15-16 
and 23-24, with a lull in between. The sell-off footed 
up to 28.32 points for the Dow industrial average, 
11.04 points for rails and 3.35 points for the utility 
average. At last week’s best closing levels, the in- 
dustrials had made up 82% of the downswing, the 
rail average 77%, and utilities 63%. 

Obviously, investors (both institutional and indi- 
vidual) and traders have been willing to buy stocks 
they like on price concessions from earlier highs, 
figuring that the sell-off was wide enough to restore 


and prospects of individual stocks. 


MILLER 


an adequately sound technical position ; and that the 
March 14 lows should hold for the presently fore- 
seeable future, barring some unsettling news devel- 
opment. The latter might or might not take the form 
of a worrisome Asian war threat. Whether buyers 
are now sufficiently confident to follow stock prices 
up to any important extent remains to be seen. 


Test Still Ahead 


So far we have had no more than a trading-range 
recovery which has left the averages short of the 
prior highs and which showed some tentative signs 
of losing momentum toward the end of last week. 
Trading volume receded to the lowest levels of this 

year to date over the first six sessions 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 
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CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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of rally in prices. It broadened material- 
ly on strength last Wednesday and 
Thursday (March 23-24), but remained 
well under levels seen both on strength 
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in late December and early January 
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and around the lows of the recent cor- 
rection. Thus, neither in the price 
movement nor in trading activity is 
there any positive evidence that the 
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major upward trend is on the verge of 
being renewed and extended. Again 
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barring a serious Far-East war threat, 
we are unable to see technical or funda- 
mental reasons for a relapse to or below 
the March 14 lows any time soon. If 
that is correct, the alternatives might 
be (1) an early test and possible pene- 
tration of the early-March highs or (2) 
a further period of limited and selective 
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movement within the March 4-14 range 
of fluctuation, pending more light on ex- 


~ isting uncertainties, including Far-East 
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developments. Given the first alterna- 
tive, it does not necessarily follow that 
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betterment of the previous highs would 
promise a dynamic net extension of the 



































M.W.S. 100 HIGH PRICED STOCKS +; 
| SCALE AT RIGHT come | | 
_— RE Ge sal Se | iL 











bull market. 

Thus, as compared with the pace of 
advance in much of 1954 and especially 
during the final two months or so of 
1954, upside progress so far in 1955 has 
not been so violent though in some 
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hse cases, volatile enough. This seems to 
imply a considerable shift to speculative 
leadership on the January 18-March 4 
phase of advance (which was preceded 
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by a substantial correc- 
tion in the first half of 
January) — and some in- 
crease in the supply of 
stock for sale on strength. 
[llustrating this point, the 
industrial average at its 
March 4 high extended its 
January 3 high by less 
than 2.7%, the rail aver- 
age by less than 5%. 

It is clear enough that 
the Administration and 
the Federal Reserve Board 
do not want a market de- | 3” 
cline, now or later, signifi- | ago 
cant enough to have an | 155 
adverse effect on general 
business confidence and 
economic activity. But, for | \4s5 
the same reason, it is also 
clear that they do not 
want and will frown on a | \35 
speculative market boom. | 
The latter could be guard- 
ed against by further pro- | ® 
gressive increases in mar- | go 
gin requirement or, if 
necessary, by further gen- 
eral tightening of credit 
by the monetary authori- 
ties. This underlying 
threat that development 
of stock market excess 
would be officially opposed 
could well tend to restrain 
bullish enthusiasm. 

Another factor of un- 
certainty is the outcome of current labor negotia- 
tions, involving demand for a guaranteed annual 
wage, in the key automobile industry, with the set- 
tlement sure to set a pattern for other major mass- 
production industries; and whether Ford or General 
Motors or both their present contracts expire May 
29 and June 1) will be hit by a strike. Strikes alone 
rarely unsettle the market, except when crucial is- 
sues of national policy are involved, such, for ex- 
ample, as the steel strike a few years ago, involving 
President Truman’s effort to force acceptaance of 
the union demands by Federal “seizure” of the in- 
dustry. The guaranteed annual wage on any signifi- 
cant scale is, of course, a crucial economic issue, 
since it is potentially capable of being very costly to 
profits in any year of poor business and of bank- 
ruting many weaker concerns. The “betting” 
around Detroit is that the union probably will accept 
some compromise which “puts its foot in the door,” 
and that a strike will be avoided. 

A third uncertainty is to what extent—with or 
without a crippling automobile strike—industrial ac- 
tivity may recede from its spring peak in the third 
quarter. The automobile, steel and housing booms 
have shown surprising vigor to date, but the con- 
census in all of these fields is that the present pace 
surely will not continue, that some third-quarter 
recession in over-all production must be allowed for. 
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Rise in Dividends 


A further rise in confidence, usually seen at ad- 
vanced bull-market levels and reflected in willing- 
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ness to put higher and higher valuations on earnings 
and dividends, could, of course, take the market 
higher. There is “leeway” for it, since present aver- 
age price-earnings ratios are substantially lower, 
and average dividend yields substantially higher, 
than those established around past bull-market highs 
—bhut the latter represented over-valuation, followed 
by major market declines. The further we go to- 
ward ultimate over-valuation in the present instance, 
the greater becomes the risk factor and the probable 
eventual penalty. 


Dividends As Market Base 


In the upward trend of dividends is a more solid 
basis for gradual, moderate, irregular advance in 
average stock prices, and for good advances in some 
individual stocks. Total January-February pay- 
ments were 5% above a year ago, February pay- 
ments 7% above a year ago. Depending on the year- 
end extras, which will depend on business conditions 
and the confidence of corporate managements at the 
time, the full-year total conceivably could exceed 
1954’s record $9.9 billion by 10% or so. 

We suggest that you continue to put primary 
emphasis on carefully appraised merits of individual 
stocks. Some are over-valued, inviting at least par- 
tial profit taking. Others are still reasonably good 
values on indicated 1955, and longer-term, promise 
for earnings and dividends. Necessarily, a more 
cautious attitude generally should be adopted, par- 
ticularly with respect to the more volatile issues. 

—Monday, March 28 
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By E. D. KING 


Managing Editor, The Magazine of Wall Street 


i he deep concern with which investors 
throughout the nation have viewed the inquiry into 
the stock market conducted by the Senate Banking 
Sub-committee (Fulbright Committee) expressed it- 
self in a brief but savage onslaught on security 
prices. Disconcerting as this was to the rank and 
file of investors as well as to the financial community 
itself, the real importance of the investigation lies 
in its more distant implications, for the outcome can 
quite easily have an important bearing on the na- 
tion’s economy. 

At the outset, it should be said that those officials 
and others who have testified that the investigation 
would have an upsetting influence on public confi- 
dence have not considered that much good could 
come from an inquiry conducted on constructive 
lines. Unfortunately, some of the members of the 
Committee have allowed themselves to become di- 
verted by a wholly extraneous discussion of the posi- 
tion of the stock market with reference to whether 
stock prices are high or low. It can reasonably be 
maintained, however, that an inquiry directed along 
these lines would, in all likelihood, prove abortive for 
it is impossible to state with absolute finality whether 
stock prices are high or low. At best, this can only 
be a matter of opinion, though some opinions may be 
worth more than others, and one could argue in- 
terminably on this subject without a definite answer. 
Therefore, such a subject, it would seem, is not a 
safe one for this Committee to become involved in, 
and this has already become apparent. 






On the other hand, there should be no doubt in 
the mind of objective persons that an inquiry into 
the various phases of the operation of the Exchanges 
and the securities markets, in general, can prove 
most useful. In the first place, deficiencies have been 
observed in regulations affecting security transac- 
tions, and there have been undeniable lapses in 
recent years in the methods by which the public has 
been encouraged to participate in market activities. 
It is true that the various Exchanges, notably the 
New York Stock Exchange, themselves have spared 
no effort to police their precincts and have not hesi- 
tated to inflict penalties in the case of obvious trans- 
gressions against the rules which they have laid 
down for the protection of the public. Nevertheless, 
something still remains to be done in order to re- 
move existing weaknesses, both on the level of Fed- 
eral and state regulation, and self-regulation by the 
Stock Exchanges themselves; and this would include 
the unlisted markets, as well. These points will be 
elaborated later on. 

While an overhauling of various phases of the vast 
securities market complex is due, this should not be 
done in a manner to interfere with the legitimate 
functions of the Exchanges and other securities 
markets. These functions are extremely important 
in an economy such as ours and, if interfered with 
without full consideration of the consequences, could 
seriously weaken the foundations of the economy 
itself. If nothing else, the testimony brought out in 
the stock market inquiry has shown that a strong 
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and liquid market in securities is highly essential to 
the free functioning of our economy. 

It is well to consider that the securities markets 
provide the basic machinery whereby funds are ob- 
tained with which to finance the nation’s industries. 
The continued growth of our economy is entirely 
dependent on this flow of capital. So-called “risk 
capital” is the very lifeblood of the economy and 
without it business life in this nation would stag- 
nate. This would be fatal in a nation with such a 
rapidly growing population as ours, with its need 
for an ever higher standard of living. 


Securities Markets Basic to Economy 


In this immense process, the securities markets, 
particularly the Stock Exchange, play a vital role 
for theirs is the mechanism by which industry taps 
the financial resources of the nation through the sale 
of new securities. Without the free and convenient 
markets established through these agencies, new 
financing would become almost impossible as the 
liquidity which is so highly essential to investment 
would have disappeared. It is obvious, therefore, 
that the securities markets perform a prime service 
in the financing of industry and in the flow of capital. 
These facts, of course, are quite familiar to experi- 
enced investors, if not to the general public, but are 
worth repeating because of their importance to the 
understanding of the functions of our securities 
markets. Since these markets are so vital to our 
continued prosperity, it follows that any investi- 
gation into their activities must be done with cir- 
cumspection lest the confidence of the public be 
impaired irretrievably and business itself thereby 
affected. 

By the same token, the officials and members of 
the Exchanges and securities markets, in general, 
should not remain oblivious to situations in their 
control which require correction and they should 
do their share to eliminate them, above and beyond 
their conventional policing activities. It may not be 
quite convincing enough, for example, for the Ex- 
changes and others dominant in the securities busi- 
ness, to assert that their activi- 
ties are being efficiently policed 
by themselves as well as the 
§.E.C. The fact is that, in ad- 
dition to their basic functions 
in providing markets for se- 
curities, the Exchanges, in a 
broad sense are public guard- 
ians, or should so consider 
themselves. They, therefore, 
have the duty and responsibil- 
ity of lending their efforts to 
improve the general methods 
ty which the public is served 
in investment matters. 


Such an attitude would be 
desirable at this particular 
time since the more inexperi- 
enced sectors of the investing 
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public have been showing signs 
of casting caution to the winds, 
‘mbarking on a_ speculative 
spree which might prove harm- 
ful to.them as well as to the 
tconomy. Indeed, it is precisely 
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because of the concern felt in government quarters 
and among responsible businessmen over the un- 
paralleled rise in the stocks since the autumn of 
1953 that the present inquiry was initiated. It is 
realized, of course, that a repetition of the 1929 
stock market debacle, which some more fearful ob- 
servers believe may yet occur would be disastrous. 


Factors Behind Wide Speculation 


Many factors have entered into the widespread 
speculation in the stock market. Some of these have 
inevitably sprung from what has been construed by 
the public to be a highly favorable government atti- 
tude towards business, in contrast with that of 
previous Administrations. This feeling of optimism, 
naturally, has been enhanced by mounting evidence 
of a business revival. Factors so potent have a 
normally stimulating influence on the securities mar- 
kets, and if business in 1955, as some more optimis- 
tic observers claim, reached new heights, it probably 
would be more difficult to restrain stock market 
speculation than before. Yet, if restraint were un- 
wisely imposed through new legislation by the fed- 
eral government, the consequences could bring about 
precisely the situation it was trying to avoid, namely 
a serious reversal in business and securities. 


"Thin" Markets in Stocks 


Other factors which have facilitated stock specu- 
lation for the rise have originated from peculiarities 
in the Federal laws regulating security transactions 
and, perhaps more important, from the operation of 
the Federal tax laws. The capital gains tax, for 
example, has, without doubt, been responsible for 
a growing scarcity of high-grade issues since many 
holders refuse to sell and thus incur the 25% tax 
penalty. This is particularly true of the large insti- 
tutional investors-investment trusts, mutual funds, 
universities, pension funds, philanthropic founda- 
tions and the like. Add to this the holdings of indi- 
vidual investors who are also averse to accepting 
long-standing substantial profits and paying large 
capital gains taxes and it will be seen that in recent 


This Chart illustrates the objectives of the invest- 
ing public as compared with the general public. 
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Margin Requirements and Stock Market Trends 








power that such a develop. 
ment would cause would 
produce an equally “thin” 
market on the downside g 


less 


some 
year: 





400 


BREsae 
DOW-JONES 
INDUSTRIAL AVERAGES 














300 























ings 

ticuls 
could 
Unfo 
& Ex 
new 

have 
and 

purve 
“secu 
quire 


a eee that, instead of advances of 

five and ten points a day 

A in individual stocks, there 

ie would be declines of similar. 

f or even greater, proportions, 

tI s00 In his testimony on the 
7 use of credit in security 
ap transactions, Mr. McChesney 
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He pointed out that in recent 
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ae had expanded by $200 bil 
ce a lion but that credit used in 
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e creased only $2 billion. Ob 
viously, the stock market is 
absorbing far less credit 
than other sectors of th 
economy, far less, for ex 
ample, than mortgage credit 
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chase of securities resort ti 
the loopholes provided by the 
banks, thus contravening 
margin requirements. In hi 


chang 
and | 
from 
It als 
and t 
adver 
new 

reject 
to do 








15e* 








for 





recent testimony, Mr. Mar 





years a simply enormous amount of stock has been 
withheld from the market for reasons dictated apart 
from considerations of intrinsic value or prospects. 

Under these conditions, the supply of good issues 
has become so scarce at times that any concentrated 
buying forces up the price in abnormally rapid 
fashion. It has been by no means unusual for indi- 
vidual stocks, even in the medium-priced category 
—to rise five to ten points in a single market session. 
This obviously can only be the result of an abnorm- 
ally “thin market” in stocks in short supply, and 
does not occur frequently in more normal markets. 
The situation has had some peculiar consequences in 
that the spectacle of inordinately rapid price ad- 
vances has encouraged large numbers of the public 
to believe that it is a comparatively simple thing 
to take advantage of this trend and thereby make 
large, quick and easy profits. The problem of 
margins also deserves consideration. When margin 
requirements are too low, public speculation is facili- 
tated to some extent. On the other hand, the pro- 
posal made in the current hearings on the stock 
market that transactions be placed on a full 100%- 
cash-basis would undoubtedly have an effect that 
the sponsors of such a restrictive move cannot have 
fully reckoned with. For, the drying up of buying 


tin admitted that there isi 
fair amount of “leakage” of bank credit into stoc —_ 
speculation but had the consoling thought that i 
cannot be very large in the aggregate. Neverthele brol 
it is a factor of some proportions. Incidentally, suc 2. 
transactions for securing bank credit are not dom 




















with the connivance of the banks as this is agains (late 
the law. But through the devious methods of indi 32.7 
vidual borrowers, the law can be and is flouted. J] fron 
low 
High-Pressure Salesmanship publ 
Other factors contributing to the increased spec idly 
lation in the stock market are largely generated b first 
high-pressure salesmanship from “tipsters” and thf) the 
like. And, in this respect, it must be acknowledge 3 
that some brokerage firms have been by no meal] | ~° 
unduly conservative in their issuance of literatur indic 
on stocks which they call to the attention of theif ity. 
customers and would-be-customers. All this has haf) of ; 
the effect of stimulating public interest in securitieg) J, i. 
This, of course, is an entirely legitimate activity 0 ' 
the part of brokers but, taken in connection with th total 
rapid increase in public speculation, has played § '"9 | 
particularly important part in the extraordinal Exch. 






activity in the stock market. 
Of far greater significance, however, is the en¢ 
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mous increase in the sale of worthless or semi-worth- 
less securities to the public of very small and, in 
some cases, almost invisible companies. Not in many 
years, has there been such a deluge of public offer- 
ings of all kinds—uranium and electronics in par- 
ticular—which by no stretch of the imagination 
could pass the most elementary test of legitimacy. 
Unfortunately, under Regulation A of the Security 
& Exchange Commission, the issuance of individual 
new Offerings totaling under $300,000 and which 
have generally been sold to the public at $1 a share 
and less is not subject to registration. Thus, the 
purveyors of the more worthless types of such 
“securities” are enabled to escape the rigorous re- 
quirements for public offerings with which all spon- 
sors of larger public issues of securities must comply. 
The result is that inexperienced investors, not cog- 
nizant of the risks involved in this class of new 
financing, have been encouraged to buy and are now 
holding thousands of bales of brightly colored paper 
with they believe to be securities of value. Many 
millions of dollars are thus being lost by the public 
and most likely will continue to be lost until Regu- 
lation A is repealed, and all new issues, regardless 
of size are made subject to the most rigorous protec- 
tions before issuance. 

In the meantime, it would have helped if the Ex- 
changes had seen fit to take a position on this matter 
and had done all they could to discourage the public 
from this form of harmful and costly speculation. 
- ex t also might be added that newspapers, the radio 
-editg 2d the magazines can help if they would refuse all 
1. i advertising of obviously highly speculative and risky 
Fedg tew issues. (This magazine, at least, has always 
ntro "ejected advertising of this type and will continue 
yans§ do so.) 
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Over-the-Counter Market 


Not many know that the so-called over-the-counter 
market is larger than all the combined Stock Ex- 
changes of the country. Practically every locality 
is the seat of companies, large and small, including 
banks and insurance companies, many of them quite 
important, whose securities are dealt in privately. 
Interest in these securities is widespread. 

The size of this market can be appreciated from 
the fact that 4,500 dealers and 2,500 security houses 
are active in this business. It is estimated that they 
handle from 70,000 to 100,000 separate security 
issues, compared with only 3,000 listed on all the 
Exchanges. Furthermore, it is the seat of all private 
dealings in Government securities, with daily turn- 
over of hundreds of millions of dollars. 

The over-the-counter market also serves as a dis- 
tributing agency for new issues prior to listing. It 
is also used to effect “secondary” distributions to 
private individuals or groups when sales of large 
dimensions in individual securities cannot be safely 
handled on the Exchanges, if they must be made at 
one time. 

Despite its vastness and obvious importance, this 
market is unregulated, thus compelling investors to 
rely completely on the veracity and integrity of the 
dealers. Most of the established and reputable deal- 
ers, of course, have a good reputation for honesty 
and efficiency in executing customers’ orders but 
even in such cases, there seems to be ground for 
criticism with respect to the fact that dealers, often 
acting as principals, set arbitrary prices in both pur- 
chases and sales. Since most dealers in the over-the- 
counter market do not receive commissions (some 
brokers do work on a (Please turn to page 52) 
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| (a) 76%, of the business on the Exchange is transacted 
for the account of individuals and institutional investors. 







(b) 24°, of the business is by members or member 
firm partners of the N. Y. Stock Exchange, or non-member 
broker/dealers. 













2. Margin transactions of the public in December 
(latest available report) were estimated at the rate of 
32.7% of the total volume, showing a sharp increase 
from the 23.9%, earlier in 1954. In 1952, they were as 
low as 19.5% of the total. According to this trend, 
public speculation on margin had been increasing rap- 
idly at the end of last year and, presumably, in the 
first two months of this year until the recent break in 
the market. 
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3. The increase in public activity in the market is also 









i 
ber | indicated in a comparison with institutional-broker activ- 
f theif) ity. On balance, the public is now doing a larger share 
as haf) of the business than institutional-broker organizations. 
afer The latter's dealings have declined from 19.2%, of the 
rith tig) total volume of Exchange transactions to 13.6%. A fall- 





ing off is also noted in non-member and N. Y. Stock 
Exchange members. At the same time, the public has 
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Highlights of Recent N. Y. Stock Exchange Transactions 





sharply increased its activity, from 54.4°, of the total 
to 62.3%. 

4. The public's investing and trading habits have been 
changing in the past year, with the emphasis on greater 
speculative activity. Trading transactions on margin for 
the short-term (I-6 mos.) increased sharply from 7.3%, 
to 11.4% but the increase in short-term cash transac- 
tions was barely visible, offering further proof of the 
increasing inclin- 
ation of the pub- 
lic to trade on 
margin. 

5. Banks have 
been sellers on 
balance, but 
mutual funds and 
insurance com- 
panies have been 
buyers on bal- 
ance. Members 
of the Exchange 
sold more than 
they bought. 
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_ * the past fifty years, the American econ- 
omy has been distinguishing itself, above all other 
national economic systems, in two fundamental re- 
spects. First, it has énjoyed the fastest rate of 
growth in output, and in per capita consumption, in 
world history. Secondly, it has managed to integrate 
this tremendous rate of growth into a pattern of 
economic activity that is remarkable for its longer- 
term stability. This does not mean that it has been 
free of the influence of the business cycle. But with 
the exception of the world-wide cataclysm of the 
early thirties, the U. S. economy has demonstrated 
an adaptability, a flexibility, and a capacity for fast 
self-adjustment that are the envy of the capitalist 
world, and a constant disappointment to the Com- 
munist world. 

While the American price level has certainly risen 
sharply in the past fifteen years, America has not 
had the European brand of “galloping inflation’, 
which implies a flight from money into goods, since 
the Civil War. With the exception of 1931-1933, 
when banking and monetary collapses abroad, nota- 
bly in Austria and England, compounded the mone- 
tary problems in this country, America has had no 
collapse of capital values such as has occurred peri- 
odically in European and South American countries. 
The rate of the nation’s growth has certainly varied 
over the decades, but again with the exception of 
the 1930’s, growth has never ceased for any signifi- 
cant period of time. Stagnation and crisis, the twin 
plagues which from time to time have brought for- 


U.S.—ONLY NATION WITH 
BALANCED ECONOMY TODAY 


By WARNER T. WILSON 















eign economies to their knees, and have frequently 
precipitated violent political change in other coun- 
tries, are virtually unknown in America. 

It is certainly not easy to draw up any definitive 
list of reasons why this should be so. Other nations 
enjoy the same kind of abundance and variety of 
resources available in the southern half of the North 
American continent. Other nations enjoy the vari- 
ous and invigorating climate to which is often 
attributed the active spirit of America. Our own 
citizenry are drawn from all parts of the world: 
we have racial and emotional ties with most of the 
major nations on earth. In terms of time, we are 
actually at a disadvantage: our nation was virgin 
forest one hundred years after the seeds of the in- 
dustrial revolution began to sprout in the textile 
industry of Britain, and the metals technology of 
Germany. There were thriving commodity markets 
in London, and very sophisticated trading practices 
in Amsterdam, long before the Boston tea party. 
Yet, we have forged ahead although we had a com- 
paratively late start. 

In any explanation of the unparalleled material 
triumphs of the United States, resources, climate, 
and the temperament of our people certainly deserve 
a place. But the element that bound these factors 
together in a driving surge of creative energy was, 
evidently, a unique set of economic and political 
institutions, and a developing American tradition of 
freedom, of reward for effort, of independence, of 
continuing confidence. 
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Our Three Basic Institutions 


Foremost ‘among these institutions were three: 
the free market; competition; and the inviolability 
of personal property rights. Together, these pro- 
vided incentive for productive effort, and assured 
that the rewards for productive effort would be 
shared equitably between producer and consumer. 

Today, almost two centuries after this system took 
form, it has developed into an elaborate, complex, 
counterbalanced mechanism for maintaining eco- 
nomic growth, and for keeping human and material 
resources as fully occupied as possible, at the same 
time that it guarantees that the composition of the 
national output is kept very closely in line with the 
nation’s needs. 

It is this last point that is, perhaps, the great 
distinguishing characteristic of the American econ- 
omy. In no other nation is the flow of output so 
sensitive to demand. In the fully planned economies 
of Russia and its satellites, the strict American con- 
nection between demand and supply simply does not 
exist, because the free market mechanism that pre- 
serves the connection has been destroyed. The plan- 
ning staffs of the Kremlin cannot, even if they 
wished to, estimate national demand for the hun- 
dreds of thousands of products and services that go 
into the pattern of daily living and working; the 
result is overproduction of a few items, and acute 
shortages of many others. Recent descriptions of 
consumer shopping facilities in Moscow make the 
point: the selection consists of a mountainous supply 
of one commodity, where the production plan was 
successful, and bare shelves for a whole range of 
commodities in keen demand, where the production 
goal was inadequate, or the direction of resources 
to meet production needs was inadequate. 


Accelerating Investment Flow 


In America, the economic system abhors a short- 
age in the same instant and inevitable way that 
nature abhors a vacuum. Shortage drives up price. 
This in the first instance equates supply and de- 


mand. But high price means high profit margin, 
high profit margin means a greatly accelerated flow 
of investment funds into the industry, and increased 
investment means rising output. In the American 
context of the free market, shortages automatically 
set in motion the forces to eliminate them. Literally 
hundreds of applications of these forces can be noted 
in the records of American business activity in any 
year. Penicillin shortage turned to a super-abund- 
ance of supply in a few short years. The automobile 
shortage of the late 1940’s has built an automobile 
supply which is nearing excess even for this wheel- 
conscious nation. 

Home shortages of the early postwar years have 
developed a rate of privately financed home-building 
that stands as an imposing record for all nations to 
shoot at, including those socialist and communist 
nations which have been attempting to remedy 
abysmal housing conditions by mass publicly finan- 
ced building programs. 

During the war, the American public found 
paper-bound, inexpensive editions of books very 
much to their taste. Today, the American “pocket 
book” industry alone dwarfs the publishing activi- 
ties of most other nations; output has soared, while 
unit cost and unit profit have dwindled. The cus- 
tomer has been served. 

Key link in the adjustment of output to demand 
is the flow of American saving into investment, and 
the direction of new investment into those indus- 
tries where relative scarcity means a high rate of 
return on investment. Wherever and whenever this 
vital direction of investment through profit rates 
has been subdued or destroyed by planning, short- 
ages have been the inevitable consequence. The dif- 
ferences in development between postwar Germany 
and postwar England illustrate the importance of 
this principle. England, turned Socialist under the 
Labor party, nationalized the very industries where 
increases in output were urgently needed for post- 
war recovery. It restrained prices, continued ration- 
ing, planned investment. Thereby, it rudely inter- 
rupted the natural growth processes which would 
in time have corrected the shortages, and Eng- 
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How Economic Strength of Important Countries Compares 

UNITED WEST UNITED 

STATES FRANCE GERMANY KINGDOM INDIA JAPAN U.S.S.R 
Steel Prod. mil. metric tons 101 10 15 18 2 8 38 
Cement Prod. mil. metric tons 45 9 15 11 4 9 16 
Coal Prod. mil. metric tons 436 53 126 228 36 47 320 
Crude Oil Prod. mil. metric tons 3190 0.3 2.0 0.1 0.3 0.3 52.0 
Elec. Power Prod. bil. kwh 514 41 61 67 7 56 133 
Cotton Cloth Prod. bil. meters 9 NA NA 2 4 NA 4 
Shoe Prod. mil. prs. 500 45 62 50 6 4 197 
Cattle on Farm number in millions 94 16 12 10 150 3 63 
Hogs on Farm number in millions 51 7 13 1 4 1 29 
(NA—Not Available) 
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land’s postwar development, until the return of con- 
servative economic policies with the victory of the 
Churchill government, was halting and ineffectual. 

In Germany, on the other hand, where the destruc- 
tion of the war was vastly greater, private initiative 
took hold under essentially conservative economic 
policies. German postwar recovery, particularly in 
recent years, stands as one of the great victories of 
the free market over scarcity. In 1954, industrial 
output in the Federal Republic averaged more than 
50% above 1950; in the intervening years growth 
has been steady. In England, it was not until 1952 
that prosperity and abundance began gradually to 
emerge out of postwar scarcity, and by 1954 output 
was still only about 15% above 1950. 


Competition the Vital Factor 


As a necessary corollary to the flow of investment, 
competition stands as one of the great organizing 
forces of the American economy. Wherever compe- 
tition has been absent in other nations, there growth 
has been slow, and living standards have failed to 
rise substantially. Notably in France, where eco- 
nomic competition has always been a secondary 
diluted aspect of markets, and where managerial 
efforts have historically been directed more at ob- 
taining an exclusive market through cartelization or 
other protective arrangements, than through effi- 
cient, low-cost production and price competition, 
postwar growth has been strikingly slow. And in 
France, more than in any other major Western na- 
tion, postwar inflation has been most persistent. The 
level of consumer prices in France is now about 
30% higher than in 1950; in Sweden, where the 
vigor of competition has been considerably diluted 
by central planning and particularly by artificial 
monetary controls, the consumer price level is 28% 
higher than in 1950. (In the United States, con- 
sumer prices are now slightly more than 10% above 
their 1950 level; in Germany, they are exactly 10% 
higher.) Swedish production, like French produc- 
tion, has lagged well behind the United States and 
Germany. 

But inflation, as it has proceeded in France, is 
more than a symptom of poor economic health; it 
is also one of the root causes. For chronic infla- 
tion dissuades individuals from saving. It is saving 
that makes possible investment, and it is investment 
—in plants, in machinery, in transportation facili- 
ties, power facilities, communications networks,— 
that add to national wealth, and build the national 
production base. Pre-eminently among nations of 
the world, America is a saving and investing nation; 
it consumes a relatively small proportion of its total 
output, and invests the remainder in resources for 
the future. This is a basic characteristic of a rapidly 
growing economy, where consumption takes a rela- 
tively high share of total output, as it recently has 
in Italy, for example, and in Britain, the growth of 
the production base is necessarily slow. 


A Disadvantage of Centralized Planning 


It is true that fully planned economics can stimu- 
late a high saving rate, and a high rate of invest- 
ment. Expropriation of the output of labor repre- 
sents, in a sense, enforced saving, and these forced 
savings have been used, in the Soviet and its satel- 
lites, to finance massive investment in capital goods 
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industries. However, where planning from a central] | | 
5 m 


source replaces the free play of market forces, such 
investment is likely to have an extremely high waste 
factor. This eonclusion has been thoroughly borne 
out in Russia itself. In the Soviet Union, expansion 
of industrial capacity in investment goods proceeded 
much more rapidly than the expansion of fuels and 
raw materials. In a free economy, this misdirection 
of investment would have been corrected almost im- 
mediately by shifts in price and profitability; in the 
Soviet Union it went unrevealed until it developed 
into a fundamental bottleneck to industrial growth. 

While the massive redirection of investment was 
thus defeating itself through an internal imbalance, 
it was depriving the Russian people of any benefit in 
the form of a rising standard of living. By 1953, in 
fact, internal pressures in Russia itself, and in all 
of the satellite nations, had reached a level which 
required some lessening in the investment rate, and 
some rise in consumption. In 1954 and 1955, at least 
until the time of Malenkov’s decline, the production 
plans announced in Bulgaria, Czechoslovakia, east- 
ern Germany, Hungary, Poland, and Romania, al! 
called for a lower rate of investment in heavy in- 
dustry, and a higher rate of consumption-type activ- 
ity. In recent months, of course, there have been 
indications that this trend toward cultivating the 
consumer has again been reversed. However, even 
before its reversal its success was very much in 
question because of the dismal failure of another 
part of the planned economy. 

In recent years, the actualities of Russia and 
satellite agriculture have fallen far short of the 
planned goals. The problem was particularly acute 
with regard to those agricultural products such as 
livestock and vegetables, for which demand was 
actually rising rapidly. (In the U. S., of course, this 
would have yielded a rapid rise in prices of beef and 
vegetables, and a marked increase in supply in less 
than two years.) The Russian fixed pricing system 
for these agricultural commodities actually made 
them less profitable to produce than those commodi- 
ties for which there was a considerable surplus over 
demand! A large share of these commodities were 
produced on private acreage of members of collec- 
tive farms. The drive toward collectivization in Rus- 
sia was such that incentives to produce on private 
acreage were gradually withdrawn, and as incentive 
has dwindled, so has production. In these fully 
planned economies, even a fully planned high level 
of investment is thus likely to be self-defeating 
through the constant appearance of disproportion- 
alities which would be quickly corrected in a free 
economy. 


High Level of U. S. Productivity 


A further important distinction between the 
United States and the Soviet-dominated sphere is 
the extraordinary high level of productivity achieved 
in this country, in both agricultural and nonagri- 
cultural activity. Measured in terms of employment 
or value of output, agriculture in the United States 
now represents about 11% of the nation’s economy; 
in the Russian sphere, it represents almost 50%. 
American agricultural productivity has risen so rap- 
idly that despite a 20% decline in agricultural 
population over the past two decades we are faced 
more with agricultural surplus than with shortage. 
Rising productivity on the farm has released about 
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5 million Americans for work in factories: and 
within the American system this redirection of 
labor, made possible by rising productivity, has 
taken place through the automatic mechanisms of 
the free market. In the Communist world, however, 
agricultural productivity is so low that manpower 
cannot be released from agricultural to nonagricul- 
tural pursuits without threatening essential food 
supplies. For this low productivity, authorities give 
as the predominant reason low incentives, since the 
Soviet collective farmer gets little individual recog- 
nition of accomplishment. 

Out of this general commentary on the condition 
of United States enterprise, relative to economic 
activity in the rest of the world, a number of signifi- 
cant differences emerge. Almost all of them relate, 
in one way or another, to the requirement of the 
free market, and the free play of natural economic 
law which directs the activity of individuals into 


channels which benefit the whole economy. In times 
of peace, it is almost the unanimous evidence of the 
past ten years that a marketplace economy, oriented 
around the free play of supply and demand and the 
incentives to activity that exist in a profit-making, 
private-property society, will grow faster, and avoid 
extremes better, than any partially or fully planned 
economy. To defy economic law is to court inflation, 
on the one hand, or secular stagnation on the other 
hand. 

At the same time, the marketplace economy, to 
prosper, must exist in an atmosphere of confidence 
—confidence in the future, and, most importantly, 
confidence in the determination of government to 
maintain property rights, to preserve economic 
incentives, to avoid constrictive taxation, and to 
maintain sound monetary conditions. With only 
occasional interruptions, this kind of atmosphere 
has prevailed almost (Please turn to page 48) 
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Appraising The Real Values 





Behind The Leaders 


By WARD GATES 


S pring cleaning is a chore usually associated 
with household duties but it might well serve as a 
reminder to investors to take some time and reap- 
praise their portfolios in the light of developments 
which have occurred during the past year. 

The time is proper for this task because it fol- 
lows on the heels of a flood of annual reports which 
offer a wealth of information about corporate affairs 
including sales and earnings trends, capital expendi- 
tures, balance sheet details and financing needs. 
From these pamphlets, an investor is often able to 
spot trends which foretell of an improved earnings 
position of a corporation or possibly, of some retro- 
gression. 

All too often, investors assume an unjustified 
complacency about the contents of their portfolios 
because the selections were wise when originally 
made. Sometimes, however, they fail to recognize 
a change in the industry’s trend as it develops, and 
learn of it long after corrective action should have 
been taken. The little time needed would be well 
spent in “taking stock” of the entire list of holdings 
by reviewing each issue in relation to current statis- 
tical and psychological evidence. Some thought 





should also be devoted to selection of stocks to re- 
place any which are to be eliminated. 

Evaluation of security holdings should be on the 
basis of the current price as it is related to certain 
definable indicators. A company may have wonder- 
ful prospects for growth yet the price of its stock 
may be so high as to discount the expansion for 
several years in advance. Other companies may be 
just as fortunate in their outlook yet the price on 
their common stock remains relatively low because 
large groups of investors are unaware of the situa- 
tion. These latter offer the opportunity which in- 
vestors must be ever on the alert to find. 

_ Examination of price alone can give no basis for 
judgment. The investor must compare the price with 
other statistical information at hand and look at 
each issue in relation to the over-all market, to com- 
parable issues and to its prospects. Basically, earn- 
ing power is the most important indicator but its 
determinant depends on many factors. The value 
and condition of plant and equipment, the net work- 
ing capital position of the company, whether earn- 
ings are reinvested or paid out as dividends are all 
factors which can give clues to a company’s pros- 





THE MAGAZINE OF WALL. STREET 





Deer 
Dou 
Dow 


East 


John 


Ligg 


Mon: 


(d) 





APRI 















































Vital Statistics on 75 Leading Stocks 
Price- 
| eee ee Times 
INDUSTRIA rnings apital 1953 1 5 4- Earnings 
Ls Book Value Per Share 1954 Net Div. Net per Div. per Recent Div. Ratio 
1946 1954 1946 to 1954 (Mil.) Per Share Per Share Share Share Price Yield 1954 
Allied Chemical & Dye... —~$ 25.36 $ 38.26 $13.83 $145 $ 5.10 $3.00 $4.73 $3.00 97 3.0% 20.4 
Allis-Chalmers Mfg. 41.16 68.18 27.47 263 6.58 4.00 7.20 4.00 7% 5.2 10.5 
Alumiaum Co. of Amer, ......_.. 19.84 35.70: 20.80 872 4.71 1.57Y2 4.002 1.60 101 1.5 25.2 
American Gan ...................... 14.67 25.84 10.51 129 2.56 1.40 2.53 1.55 40 3.8 15.8 
American Smelt. & Refining... 21.04 43.73) 23.00 1163 2.87 2.50 3.50? 2.00 43 4.6 12.2 
American Tob 29.70 53.89 21.79 550 5.90 4.00 6.12 4.40 65 6.7 10.6 
22.41 65.12 37.99 80 7.75 2.00 9.31 2.00 109 1.8 11.7 
17.83 33.32 15.35 100 4.10 1.50 5.61 2.00 56 3.6 9.7 
57.39 105.97 54.16 500 13.30 4.00 13.18 5.75 122 4.7 9.2 
14.27 50.62! 33.72 59! 6.26 1.75 11.39 2.00 80 2.5 7.0 
10.04 24.16 43.60 108 3.26 1.67 3.27 1.67 40 4.1 12.2 
16.93 37.38 17.63 105 4.84 2.50 5.83 2.00 89 2.2 15.2 
32.51 67.39 31.47 206 8.59 6.00 2.13 4.50 68 6.6 31.8 
28.46 38.45! 17.90 89: 6.60 5.00 6.08 5.00 116 4.3 19.0 
36.39 53.793 20.90 82 4.29 2.40 5.52 2.70 79 3.4 14.3 
31.10 44.76: 17.99 33? 5.42 3.60 5.40? 3.85 84 4.5 15.5 
ee 22.70: 15.10 31: 1.86 1.20 2.59 1.20 55 2.1 21.2 
Crown Zellerbach _.... 6.15 27.29 31.43 99 3.52 1.65 3.48 1.95 65 3.0 18.6 
Lk a 41.13 21.29 291 3.37 1.75 2.76 1.50 33 4.5 11.9 
Douglas Aircraft 00000. 8.71 32.76 12.32 71 5.72 2.17 9.80 4.32 77 5.6 7.8 
Dow Chemical _. 3.66 13.35 6.85 150 1.58 1.00 1.42 1.00 45 2.2 31.6 
Du Pont 14.28 29.14 9.42 614 4.94 3.80 7.33 5.50 165 3.3 22.5 
Eastman Kodak __ ———— 23.75' 14.29 185 2.86 1.80° 3.99 2.00 69 2.8 17.2 
General Electric _........................ 4.98 11.46! 5.70 370: 1.92 1.33 2.46 1.47 49 3.0 19.9 
General Foods _.......... 20.52 33.60 14.74 1773 4.66 2.65 5.007 2.75 76 3.6 15.2 
General Motors _......... 12.25 34.06 19.72 1.350 6.69 4.00 9.06 5.00 92 5.4 10.1 
Geedrich (8. 6.) —............. 13.34 36.21 20.15 225 4.08 1.372 4.40 1.60 63 2.5 14.3 
Goodyear Tire & Rub. 18.15 34.84 21.85 362 5.14 1.508 5.04 1.622 55 3.0 10.9 
re- Gulf Oil = 26.84 49.56) 35.29 424 7.13 2.00° 6.75° 2.00 62 3.2 9.1 
he Ingersoll-Rand += -7.33 16.791 11.12 92 3.56 2.33 3.50° 2.50 54 4.6 15.4 
~ Inland Steel 27.49 55.29 29.47 158 6.90 3.50 7.92 3.75 69 5.4 8.7 
k International Harvester .......... 9-32.15 46.42 15.62 356 3.46 2.00 2.24 2.00 36 5.5 16.0 
~ international Nickel _. , . 16.32 22.93' 8.65 190? 3.55 2.35, 4.25? 2.00 61 3.2 14.3 
be International Paper «118.52 43.60 30.49 142 6.44 3.00 6.00? 3.00° 87 3.4 14.5 
on 
1se Johns-Manville 0. «24.34 48.71 21.33 29 6.20 4.25 5.24 4.25 87 4.8 16.6 
la- 
in- 
Kennecott Copper... 39.41 58.95 18.69 269 8.20 6.00 7.20 6.00 102 5.8 14.1 
for 
ith Liggett & Myers Tob... 46.92 58.39 12.93 330 5.50 5.00 5.30 5.00 62 8.0 11.7 
at 
m- 
rn- Monsanto Chemical ..................... 8.86 39.95% 17.58 109: 4.88 2.50 4.39 2.50 111 2.2 25.3 
its 
lue — 
rk- 
rn- (d) Deficit (1) 1953. (2) Estimated. (3) Plus stock. (4) Jon. 1, 1948. (5) Since 1948. (6) Since 1950, 
all 
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pects. Yield and the price-earnings ratio offer some 
indication of whether or not a stock is fairly valued 
or overvalued. 

Analysis of investment portfolios is especially im- 
portant now, because the market itself has under- 
gone broad basic changes in the past 18 months 
which have brought about important changes in the 
prices of securities and the valuations placed on 
underlying factors. Price advances have been sub- 
stantial and there is conclusive evidence that many 
issues are trading now on the basis of speculative 
appraisal which ignores the investment fundamen- 
tals of the stock. 


An investor who buys stock for yield and long 
term appreciation can not afford to ignore the effect 
these erratic movements'may have on his own port- 
folio for they present opportunities to make profit 
and reinvest funds in neglected situations, posses- 
sing new profit potentials. Analysis of an issue, for 
example, may have indicated that when it was 
selling at 50 a year ago it was “behind the market” 
in terms of yield and earnings as compared to others 
in the same industry. Since then, the stock may 
have caught the public’s “fancy” and raced up to 
$100 a share. At this point the stock must be recon- 
sidered as it may no longer be as attractive as 
similar but more conservatively priced issues. How- 
ever, there is no reason to assume that simply be- 
cause the shares have enjoyed a steep price ad- 
vance, they are “overvalued.” At $100 a share, the 
stock may still be “cheap” in relation to its poten- 
tial. 

If one could easily determine the prospects for a 
particular company, investing would be simple. The 
purchaser would only have to relate his cost to 
anticipated earnings and dividends to come up with 
the answer to the question of whether or not to 
buy an issue. The problem, though, is much more 
difficult. Prospects can be determined only in a gen- 
eral manner for an industry or company and selec- 
tion of a particular company to carry the investor’s 
funds must be made by delving into analytical com- 
parisons. 


Basis of Comparison 


Even within a particular industry, the outlook for 
two companies which produce identical products 
may be widely divergent. Reasons for the differences 
vary. One company may serve a better territory than 
the other or it may have a research and development 
department which is coming up with better results. 
The capital improvement program of a corporation, 
wisely timed, can give it an edge over competitors. 
This would result from lower cost operations per- 
mitted by the newer, more efficient plant and equip- 
ment. Timing of the expansion is important because 
machinery purchased too soon may have missed in- 
corporation of important recent technological im- 
provements while machinery purchased too late may 
have been the victim of rising prices. 

A study of the pattern of reinvestment will often 
indicate clearly the philosophy and success, or lack 
of it, in a management plan for growth. 

The steel industry represents a group which has 
improved its position with regard to stability of 
earnings as a result of heavy capital expenditure 
programs. Not many years ago, the entire industry 
was identified with “feast or famine” cyclical opera- 


tions. In prosperous years, earnings would rise sub- 
stantially but in between, sales would dip and 
profits disappear. Since the end of World War II, 
there has been a complete change. Because of rela- 
tively heavy capital outlays, the companies are now 
able to ride out the bumps in demand with a mini- 
mum of dislocation. 


Steels in Stronger Position 


The business decline last year provided the first 
real test of the steel industry’s position and the com- 
panies came through with honors for stability of 
earnings. Despite a decline in output to only 72 per 
cent of capacity, net income for the leaders was 
higher than in 1953 when operations were at an 
average rate of 95 per cent of a smaller capacity. 
Lapse of the excess profits tax at the end of 1953 
put a comfortable cushion under net income but the 
stepped up efficiency of installed equipment reduced 
overhead, even under adverse conditions, to a mini- 
mum. Even without the effect of excess profits tax 
end, the companies were able to show favorable 
operating results. U. S. Steel, for example, had a 
profit margin of 22.9 per cent in the relation of 
earnings before depreciation and taxes to sales last 
year. In 1953, when output was at a much higher 
rate, the same measurement indicated a profit mar- 
gin of 22.5 per cent. 


The recent popularity of the steel shares is a be- 
lated recognition of the industry’s heavy reinvest- 
ment programs which added a considerable amount 
of new, efficient machinery. U.S. Steel book value, 
for example, has jumped from $47.33 a share at the 
end of 1949 to $79.20 a share at the end of last 
year. Bethlehem Steel, similarly, shows a gain in 
book value from $57.39 a share at the end of 1946 
to $105.97 a share at the close of last year. Certain- 
ly not all equipment in operation is the latest and 
most efficient. But the added capacity gives the com- 
panies considerable flexibility. During the prosper- 
ous years, all available capacity is utilized. When 
business slows down, the companies are able to 
retire their marginal facilities which produce steel 
but relatively little profit. 

This excess capacity acts like a reserve which 
helps the companies meet peak demands but can 
be easily abandoned when not required. Investiga- 
tion of steel company balance sheets would indicate 
the gains in plant and equipment but probably 
would not indicate the important extent to which 
retained earnings were used to finance the indus- 
try’s progress. Retained earnings, like net income, 
are considerably understated for the steel producers 
because of high depreciation charges resulting from 
accelerated amortization of the gigantic capital out- 
lays. 

Nevertheless, retained earnings often provide a 
clue to the value of the companies which is easily 
overlooked. A company that is reinvesting earnings 
heavily instead of declaring large cash dividends is 
generally building up a backlog of additional earn- 
ings power that will become evident in subsequent 
years. 

In the meantime, the investor who is aware of 
this development has an opportunity to take a posi- 
tion in the issue while it is still reasonably priced. 
Market value is often depressed for a time because 
the relatively small (Please turn to page 54) 
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<n eS <n «een mene a — 
Vital Statistics on 75 Leading Stocks—(Continued ) 
Price- 
new Working Times 
arnings Capital 1953 —1954-—— Earnings 
INDUSTRIALS (Continued) Book Value Per Share 1954 e Div. Net per Div. per Recent Div. Ratio 
1946 1954 1946 to 1954 (Mil.)  PerShare Per Share Share Share Price Yield 1954 
Montgomery Ward vm 5147  $ 92.371 $43.07 $5725. $6.12 $3.00 $5.15? $3.50 77 4.5% 149 
National Biscuit . 14.65 21.07" 8.50 51: 2.61 2.00 2.85 2.00 43 4.6 15.1 
National Lead . wa 14.58" 6.91 911 2.54 1.75 3.85 2.10 58 3.6 15.0 
Phillips Petroleum 25.88 45.42! 23.44 151! 5.25 2.60 5.20° 2.60 75 3.4 14.4 
Proctor & Gamble 18.77 37.33 18.18 147 4.35 2.60 5.42 3.45 96 4.6 17.7 
Radio Corp. of America -76 10.12! 10.02 220: 2.27 1.00 2.66 1.20 41 2.9 15.4 
Republic Steel 45.87 77.41: 36.48 192! 9.25 4.12 7.10 4.87), 82 5.9 11.5 
Sears Roebuck . 14.36 35.90! 22.52 7.67) 4.87 2.75 5.10 3.00 80 3.7 15.6 
Socony-Vacuum 28.61 47.76) 23.18 4.77 5.35 2.25 5.15 2.25 53 4.2 10.2 
Standard Oil N. J. 31.02 57.00! 35.14 1.339! 9.13 4.50 9.55° 4.55 110 4.1 11.5 
Texas Co. . ae 50.91! 28.30 484) 7.01 3.40 7.50? 3.75 90 4.1 12.0 
Texas Gulf Sulphur a 6.34 8.95 5.79 55 2.45 1.66 3.05 1.83 38 4.7 12.4 
Union Carbide & Carbon 12.71 23.30 11.53 396 3.55 2.50 3.10 2.50 82 3.2 26.4 
U. S. Gypsum 46.81 111.91 57.02 91 11.88 7.00 19.89 10.00 220 4.5 11.0 
U. S. Rubber 17.15 34.30 18.84 232 5.19 2.00 4.29 2.00 40 5.0 9.3 
U. S. Steel 47.33 76.39! 25.29 721 7.54 3.00 6.45 3.00 76 3.9 11.7 
Westinghouse Electric 24.59 44.34 20.88 692 4.53 2.00 5.06 2.50 76 3.2 15.0 
RAILROADS 
Atchison, Topeka & S. Fe . 158.00 210.53! 65.16 102 14.62 5.00 12.35 7.00 131 5.3 10.5 
Atlantic Coast Line . 99.58 122.00 23.66 23 4.86 2.00 4.75 2.00 53 4.7 11.1 
Chesapeake & Ohio ; 45.83 58.53 13.76 40 6.05 3.00 5.01 3.00 44 6.8 8.7 
Chicago, R. |. & Pacific 137.12¢ 188.64! 46.335 26 16.07 4.50 10.96 5.00 89 5.6 8.1 
Great Northern Rwy. . 78.04 95.37! 20.46 58 4.71 2.00 4.21 2.10 38 5.5 9.0 
IMinois Central 92.57 139.94 31.76° 37 9.30 2.25 7.68 3.12 59 5.2 7.5 
Louisville & Nashville 101.73 137.73 38.00 62 13.10 5.00 8.09 5.00 82 6.0 10.1 
Southern Pacific cme 96.24 82.02! 38.02 101 6.40 3.00 4.90 3.00 54 5.5 11.0 
Southern Railway : . 93.18 116.91! 41.15 63 11.63 2.50 8.96 3.50 84 4.1 9.3 
Union Pacific ; . 134.20 207.491 61.86 93 14.95 6.00 14.76 6.00 149 4.0 10.0 
UTILITIES 
American Gas & Elec. 10.70 20.36! 9.56 5) 2.41 1.60 2.52 1.68 41 4.0 16.2 
American Tel. & Tel. . 133.40 146.62 11.65 266 11.32 9.00 11.42 9.00 176 5.1 15.4 
Cleveland Elec. illum. . 17.16 37.02! 8.86 1 4.07 2.60 3.86 2.60 68 3.8 17.6 
Commonwealth Edison 24.34 31.79: 4.70 WwW 2.38 1.80 2.707 1.80° 38 4.7 14.0 
Consol. Edison, Ne Yo occ 40.89 41.62! 5.14 181 2.94 2.30 2.98 2.40 46 5.2 15.4 
Detroit Edison : —- eas 26.09 4.27 6 1.92 1.50 2.05 1.60 35 4.5 17.0 
Niagara Mohawk Power . 11,648 19.46 2.18 10 2.03 1.60 2.11 1.60 30 5.3 14.2 
Pacific Gas & Electric....................... 13.25 32.15 5.61 (d)77 2.82 2.05 2.88 2.20 45 4.8 15.6 
Philadelphia Electric ......................... 13.49 22.52 5.58 23 2.36 1.55 2.25 1.75 38 4.6 16.8 
Southern Calif. Edison oe 34.67 7.79 2 2.64 2.00 3.02 2.00 47 4.2 15.5 
(d) Deficit (2) Estimated. (4) Jan. 1, 1948. (6) Since 1950. 
(1) 1953. (3) Plus stock. (5) Since 1948. 
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By “VERITAS” 








WASHINGTON SEES: 


Unless agreements are reached to mark out 
specific approach routes, there is danger that the 
good intentions of the Eisenhower Administra- 
tion, to make a non-punitive analysis of the com- 
position of monopoly, will not be realized. There 
are too many well-meaning “reformers” blurring 
the complete picture by centering focus on but 
one, or a few, of the components. 


The Brownell Committee has taken the evidence 
gathered in predecessor studies and added new 
material. But it still totals to an enigma; how to 
differentiate between dangerous monopoly, and 
healthy big business; where mass business method 
ceases to provide the benefits of volume opera- 
tion, production and management, and starts the 
odorous restraints which have been the subjects 
of attack since the Sherman Act went on the 
books back in 1890. 


Since the days of Theodore Roosevelt, both 
political parties have used trust-busting procla- 
mations as vote getters. The GOP, the recog- 
nized party of the businessman, has been under 
compulsion to tread lightly lest its attempt to 
save the good while rooting out the evil be con- 
strued as a protective cloak over business, good 
and bad. The democrats have found that free- 
swinging attack does their cause no harm. While 
the party leaders probably are just as anxious as 
are the republicans to write definitions, build 
precedents, they are aware that a degree of 
recklessness can be indulged. And with a score 
of bills already introduced (many with no likeli- 
hood of passage) they find readily available 
hooks to which partisan critiques of business may 
be attacked. 





SECY. DULLES succinctly fixed the future of the 
Yalta Report—“‘it will be discussed for ages.” And 
that discussion very likely will veer little from its 
present course. Some of the publicists who have 
been decrying loudest against the release are the 
leaders in campaigns to force an end to executive 
sessions on Capitol Hill, to censorship of public doc- 
uments, and to infringement of press freedom. Na- 
turally no two situations are precisely alike; but in- 
consistency is expected in politically-loaded situa- 
tions as, of course, this one is. 


REVIEW of Federal Government’s experience with 
less than one year of insurance business affiliation 
brings out interesting facts: 1.8 million government 
workers, 90 per cent of the total, are insured under 
the system; 162 private companies, in 36 states, are 
participating in the Federal program, and the “Big 
Five’ companies have been allocated only 30 per 
cent of the business; 2226 death claims have been 
paid amounting to $10.8 million; disability claims 
totaling $874,000 have been settled, and $15 in bene 
ficiary claims are being processed. 


LAWYERS believe suit brought by the Morgantown 
Glassware Guild to determine constitutionality of 
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the Trade Agreeements Act and GATT (General §i2e 


Agreements on Tariff and Trade) could give busi- 
ness and industry a ruder shock than that which 
followed the “sick chicken” case which ruled NRA 
illegal. Plaintiffs claim congress has no constitu 
tional right to delegate its tariff-making powers to 
the President under the trade treaty law, and that 
GATT is an even more flagrant attempt to transfer 
authority. It’s a legal point never before raised. 


ASSURANCE that revision of the Taft-Hartley Act 
will remain in the “active” file of Labor objectives 
is given by a lobby of congress members conducted 
by the Building Trades Department of AFL. There 


is no prospect of an overhaul, and the labor group’ fha 


know it. The thinly disguised purpose of the outward 
attempt to have the labor-management act written 
off the books is to afford a basis for compromise :— 
end state authority to pass right-to-work laws. That, 
too, will fail. 
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The race is on to decide which party will get the 
A e most political capital out of the hassle over immediate 
cuts in federal income taxes on individuals. At this point 
it's hard to say which has profited most: the republicans 
and conservative democrats (all of them from states 
where the election outcome scarcely is in doubt), or the 
CG. C. northern “city democrats" who can turn even an unsuccessful 
try into campaign manna. By the time the next national 
election rolls around, the tax cut may be a reality and 
all the hulabaloo of this year forgotten; but if there is 
no relief in 1956, an issue is made to order this far in 


Press advance. 


democrats realize that they have inflated the issue to the 
full extent of its possibilities, and they're Satisfied. 
their party is credited with "a good try" by those who 
failed to see the suggested $20 cut in the light of its 
long-range effect on the federal economy. And they realize that the voters are short- 
sighted: if they were given what appears to be a tax cut now, they'd be beefing around 
he F election day because no additional slashes were in sight. Republican politicians think 
nd{they have a double-barrel point: they saved the “country from a fiscal action which at 
its {| best was an illusory relief, and prevented an inflationary step. And they will be able 
ve § to deliver on their promise to cut taxes in 1956 when, as they have repeatedly said, 

the §@ the climate will be favorable. 
























































Na § Speaker Sam Ri Rayburn < on the tax idea in the first place. Ordinarily he is in the top 


ee _- 


in. frank of careful fiscal planners. (Of course a companion mystery is who talked Ike into 
ua § lambasting Sam when his advisers were able to tell him the tax cut didn't stand a 
chance.) The Speaker was aware of the budgetary unbalance and the uncertainty of tax 

J and cost items for next year. But the republicans won a diluted victory, politically. 
ith They haven't produced any substantial basis for their belief that uncertainties will 
102n f be cleared by next year and now have about 12 months within which to deliver on their 


oa implied promise to straighten o out t the budget | and improve the debt position. 
er 


me The democrats have found their “whipping boy" in the ranks of the opposition 
Big and from this point on, until a better target comes into view, Treasury Secretary 

Pe i George Humphrey is to be the goat. Several forays featuring direct hits against 

eel i President Eisenhower have backfired and the effort now will be to discredit those 
IM§fabout him. National Chairman Paul Butler has told his democratic straw bosses to spread 
N¢ ithe idea that the electorate will separately consider Eisenhower the military genius, 
and Eisenhower the politician, in 1956 and that "Ike can't be re-elected." Butler 

ywn gnaturally hopes General Eisenhower won't run again and believes the attack should be 
_ofglevelled against President Eisenhower. Humphrey is marked by the federal $ sign which, 
oral gthe demmie chairman believes, makes him a good target. 

usi- 
rich They're calling Humphrey "Mr. Trickle Down," and if the name sticks he'll be 
‘RAfithe symbol of a tax philosophy pictured as one holding out to medium- and low-income 

situ. groups the ‘Suggestion "if you wait long “and “patiently enough, tax relief will get to 

s tofyou." In the first year r of the Ike administration, the democrats had Agriculture 

that {Secretary Ezra Taft Benson pegged as the whipping boy. He turned out to be the strong 
sferfaan of the Eisenhower team; the flexible supports program which was counted on to kill 
him off politically, actually saved the GOP from rout in last November's election: the 
farm states came through for the republicans. 





OC One of the remaining mysteries is how the Democratic Policy Committee sold 
























































AVES In Humphrey, the democrats will find a worthy foe. He meets all comers before 
cted tongressional groups, at | press conferences, and in aired "talent contests" and gives 
her¢fno quarter. He is not of the Benson temperament, and if his foes want controversy he's 
UPS thappy to be a White House lightning rod. But the democrats have an organized attack 

vard planned on these bases: Humphrey, not Defense Secretary Charles E. Wilson, is 

- responsible for the cuts in the defense budget. Humphrey junked the Marshall Plan for 
‘hat, 























lsia. Humphrey is the spokesman of big business in the President's Cabinet. Humphrey 
has Ike*s ear; makes the ammunition fired through many Departmental guns. 
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A revolutionary change in the quasi-judicial federal setup is in contem- 


plation. It involves the creation of what might be termed a business-industry court 
and it would hear and dispose of cases now handled by such agencies as the Interstate 
Commerce Commission, the Federal Communications Commission, Securities Exchange 
Commission, Federal Power Commission, and many others. Under the existing system, 
commissioners sit as judges in Washington——based tribunals which have the capacity to 
cost business more, and wreak more lasting damage upon them than the regularly 
constituted courts. The judges are not always lawyers; many of them are lame duck 
politicians who have been given soft berths. And there's no uniformity of procedure, no 


























accepted precedents of administrative law. The Hoover Commisssion is expected to 
recommend adoption of this idea to wipe out the existing legalistic hodgepodge. 





In the process of surveying federal procedures and personnel, the Commission 
appears to have come to the conclusion that the method of selecting lawyers is far from 
Satisfactory. The study has suggested (and it will be recommended) that the Justice 
Department appoint a board of legal examiners to recruit and hire attorneys for all 
federal agencies except the Defense Department. Another action which could be the 
first step toward the business-industry court, if that idea strikes congress as too 
revolutionary for accomplishment in one stroke, proposed that hearing examiners be 
assigned from a "pool" and not attached to a single agency. They would be serving in the 
nature of judges on the circuit, taking cases as they arise. An independent office, 
headed by a chief examiner, would be created. Lawyers would bring judicial experience to 
the job, not obtain it on the job. 





























Postal employees im their annual quest for pay raise have had the "fifty- 
nine cent dollar" argument thrown back at them. The clerks and carriers have been 
demanding that their paychecks be considered in the light of the admitted fact that the 
dollar today does not bring as much value as it did years ago. The pressure of 500,000 
payrollers and their families will force boosts out of congressional committees but 
they'll be told: Government records show that congress has voted postal employees pay 
raises since 1945 that raised the average postal salary by 69.3 per cent. And the 
classified civilian workers in other federal agencies haven't done bad in the same 
period: 55.1 per cent more than a decade ago. All of which offsets, with something to 
Spare, the 41 per cent cut in the dollar on which so much reliance is placed by the 
postal lobbyists. 



































Former President Hoover and his government organization commissioners have 
been so relentless in pointing out flaws in federal administration methods that have 
been used in the post-Hoover presidencies that a reaction of resentment was bound to 
come. And it definitely is is on its way. The conservatism which marked the Administration 
of H.H. clashes with the | money-lending activities which reached heights in the FDR 
terms and haven't slowed appreciably in the Truman and Eisenhower regimes. Naturally 
Hoover doesn't like the policy and he said so in his Commission report on the subject. 
But the report, it now appears, brought important dissents from his colleagues and ran 
into even greater protest on Capitol Hill. Some of the Commission reports have been 
criticized and accepted; this one, it seems likely, will be criticized and rejected. 
































Rep. Chet Holafield, a democrat and one of the congressional appointees to 
the Hoover Commission, blasted “the lending a agency survey as faulty in concept and 
method. Holafield is a democrat, but Attorney General Herbert Brownell, Jr., and | 
Mobilization Director Arthur S. Flemming were just as critical. Joining them are two 
highly-respected democrats, Joseph P. Kennedy, who formerly headed SEC and the U. S. 
Maritime Commission and served as U. S. Ambassador to London, and James A. Farley, 
former Postmaster General. Friends of Hoover are putting down the report as the product 
of unfortunate academic exercise, which strays too far from reality and, they say, 
hasn't an outside chance of congressional indorsement. 
































Senator George, in private conversations, expressed deep dissatisfaction with 
the political overtones of the release of the Yalta papers. The Senator feels that he 
has been let down by Dulles and Dulles' associates, particularly since he has given so 
freely of his support to the Administration on the Formosa resolution and on taxes. 
Dulles probably is embarrassed by the entire proceeding but was boxed in by the demands 
of Senator Knowland and the latter's sympathizers in the Senate. It all goes to show 
that the liason in Washington could be improved, which, to say the least is the 
understatement of the year. 
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4 may be that one of the underlying causes 
of recent stock market strength is the reluctance of 
investors to part with any of their holdings and thus 
take profits which would be subject to the capital 
gains tax. 

This is a plausible and quite generally accepted 
theory. Probably equally accurate, however, is inves- 
tor evaluation of sound, dividend-paying common 
stocks and the fact that these investors, primarily 
interested in a satisfactory and dependable income 
return, are loathe to disturb their investment port- 
folios. To do so creates the problem of how to re- 
employ funds thus released to give them an equally 
satisfactory income return. 

Not all investors, of course, are in such an en- 
viable position. There are those who, for one reason 
or other, have sold some of their stocks and are now 
confronted with the task ef selecting good-grade 
dividend-paying equities yielding a _ satisfactory 
return. This is the same problem facing those who 
have been out of the market, or who have had hold- 
ings of bonds or preferred stocks suddenly called 


—-ffor redemption, or for whatever reason, now have 


funds that must be put to work to earn a higher rate 
of return than is possible from short term govern- 
ment issues or the best grade preferred stocks. 
Investors with a current problem of choosing 
equities as media for investment funds will un- 
loubtedly find the following list of suggestions help- 
ful. We have selected 10 issues after careful analy- 
sis and deliberation, giving the greatest weight to 
dividend dependability and yet at the same time 
Weighing each issue for its potentials of price 
appreciation over the long-term. In our opinion, 
these selected issues can be included in any “dollar 
averaging” program. There follows herewith some 
pertinent comment and facts on each issue in the 
group: 
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CENTRAL HUDSON GAS & ELECTRIC CORP., 
serves the rapidly growing—industrial and residen- 
tial—Central Hudson River Valley area with elec- 
tricity and purchased natural gas to a number of 
communities in an area of approximately 2,500 
square miles. 

Operating revenues have moved steadily upward 
in each of the last eight years. For the 12 months 
to December 31, 1954, electric revenues of $18.9 
million and gas revenues of $4.1 million, combined 
to establish a new record high totaling slightly in 
excess of $23 million. This represented a gain of 8% 
over 1953 and 88.8% greater than total revenues 
eight years earlier. Over the same years, net income 
has taken a sharper upward course. Last year, net 
income applicable to the common stock increased to 
$2.4 million, up by 22% from 1953, and approxi- 
mately three times the $827,274 earned for the com- 
mon in 1947. Net income for the common stock in 
1954 was equal to 94 cents a share on 2,633,956 
shares outstanding compared with 90 cents a share 
for 1953 when there were outstanding at the end 
of that period 2,259,642 shares, the share increase 
reflecting the conversion last year of more than 
two-thirds of $6 million principal amount of 3% 
debentures into common stock. 

Continued normal growth of the company’s terri- 
tory should further expand both gas and electric 
revenues. The rate of increase in net income should 
be aided by Central Hudson’s program, now practi- 
cally completed, which provides it with new gener- 
ating stations having kilowatt capacity sufficient 
to produce 97% of power requirements. This is in 
contrast to only four years ago when about 89% 
of requirements were being purchased from other 
electric utility companies. 

Central Hudson, in its present corporate form has 
paid dividends in each of the last 28 years. Cur- 
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rently, quarterly payments are at an annual rate 
of 76 cents a share, yielding at present market price 
of the stock around 16, 4.7%. 


NATIONAL DAIRY PRODUCTS CORP., dealing 
in more than 150 dairy and allied products, is the 
leader in its field. Since formation in 1923, it has 
constantly broadened its list of varied foods and 
accessories which are marketed under such famous 
brands as “Sealtest”, “Kraft”, ‘“Breakstone’s’, 
“Breyers”, and “Deerfoot Farms”, serving a market 
comprising the entire population of this country, 
and additional millions in Canada, and other coun- 
tries of the free world. Its record over more than 
a quarter of a century is one of profitable operations 
in every year. Although dollar sales volume in 1954, 
partly as a result of lower prices, was down from 
1953 peak of $1,232 million, 1954 net income reached 
a new peak, estimated at $2.75 a share. This com- 
pares with $2.31 shown for the previous year with 
the gain reflecting, in part, benefit derived through 
expiration of the excess profits tax, and increased 
profit margins made possible by use of new equip- 
ment and improved manufacturing and processing 
methods. The outlook for National Dairy is for con- 
tinued growth, not spectacular, but consistent with 
the expansion of population, and the development 
of new and improved dairy and allied products. 
These prospects offer appreciation possibilities over 
the long-term on an equity affording a reliable re- 
turn which is currently on an annual basis, payable 
quarterly, of $1.60 a share. At the present price of 
the stock around 38%, this rate of dividend yields 
4.1%. 


REYNOLDS TOBACCO CO., in 1954 had the 
most profitable year in its 55-year history. Although 
net sales of $814.2 million were down from 1953 
dollar volume of $876.1 million, largely as a result 
of unfavorable and unsupported statements as to 
the ill-effects of cigarette smoking, net earnings last 
year of $44.8 million were equal to $4.19 a share for 
the combined 10 million shares of common stocks. 
This showing compares with 1953 net earnings of 
$34.1 million, or $3.12 per common share, and sur- 
passed 1949, the previous best year. In the latter 
period, net sales amounted to $746.3 million and net 
earnings were equal to $3.75 a share. An outstand- 
ing feature in Reynold’s 1954 showing was its 
ability, notwithstanding the drop in net sales, to 
increase pre-tax income to an all-time peak at 
$103.3 million from $102.8 million for 1953 when 
net sales amounted to $876.1 million and from $95.5 


‘million for 1952 on net sales of $881.4 million. Net 


earnings last year, equal to 5.51% of net sales, were 
up from 3.90% for 1953, the increase partly reflect- 
ing relief from the burdensome excess profits tax 
which during the years it was in effect drained sub- 
stantial sums from Reynold’s earnings. In 1953, 
EPT payment by the company was slightly more 
than $12 million. That sum was approximately $1.20 
per share of common stock. 

While it is rather early in the year to attempt an 
estimate of Reynold’s 1955 net earnings, the outlook 
appears to justify expectations that results should 
duplicate or possibly exceed the 1954 showing. Sup- 
porting this outlook is the continued popularity of 
the company’s “Camel” cigarette, the increasing 
sales of “Cavalier”, the king-size cigarette and the 
relatively new “Winston” filter-tip which achieved 
nation-wide distribution only last September and is 
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already rated among the biggest sellers in the filter. 
tip market. Reflecting this confidence has been Rey. 
nold’s action in 1954 in increasing the rate of divi- 
dend on the common stock to $2.40 annually from 
$2 a year paid previously. The Class B common 
stock, currently selling at 40, yields a returm 
of 6.0%. 


PHILADELPHIA ELECTRIC CO., serving south- 
eastern Pennsylvania and northern Maryland, in- 
cluding Greater Philadelphia and the fast growing 
Delaware Valley, with electricity and in some sec. 
tions with gas and steam, has had an uninterrupted 
increase in operating revenues: over the last 17 
years. Last year, operating revenues reached an all- 
time high of $196.3 million, of which $164.3 million 
was accounted for by sale of electricity. This latter 
figure represented an increase of more than $5 mil- 
lion over the previous year, reflecting continued 
growth in residential and commercial expansion, 
along with increased industrial demands in the fina] 
quarter of the year. Gas sales, also, increased to 
$27.9 million, up 15.6%, or $3.7 million from 1953 
gas revenue of $24.1 million. Total 1954 operating 
revenues exceed those for the previous year by $9.3 
million. 

Net income last year also established a new record 
high at $30.8 million. This was $1,109,841 greater 
than the $29.7 million reported for 1953, and 
amounted to $2.25 a share on the amount of com- 
mon stock outstanding at the end of 1954, compared 
with $2.36 a share on the same basis at the end of 
the previous year. The increased common capitaliza- 
tion was brought about by sale of additional shares, 
the proceeds of which supplemented retained earn- 
ings and other internal funds for new and expanded 
generating stations and other facilities involving 
expenditures last year of $66.5 million. Since 1945, 
new construction has amounted to $453 million in 
order to keep pace with growth in demand for ser- 
vices and at the same time increase operating efi- 
ciency. Present indications are that expenditures 
during the next five years will exceed $300 million 
to enable Philadelphia Electric to supply increased 
needs arising from the continued residential and 
industrial development in the Delaware Valley. 

The company and its predecessors have paid divi- 
dends on the common stock for more than half a 
century. In June of last year, the annual dividend 
rate was increased from $1.60 to $1.80. Payments 
on a quarterly basis of 45 cents a share yield 4.6% 
on the stock at current market price of 38%. 


SAFEWAY STORES, INC., the second largest 
grocery chain, in 1954 for the fifth straight year, 
continued its favorable sales trend, dollar volume 
rising to $1,813 million. This was a gain of approxi- 
mately $61.7 million over 1953, and $603 million 
greater than 1950 volume. Net income for 1954, 
however, was off from the previous year by $561,000 
to $13.9 million, equal to $3.52 a share for the in 
creased outstanding common stock. This compares 
— 1953 net equal to $3.68 a share on the same 

asis. 


Safeway’s steady growth is expected to be mait- 
tained in the current year. This is substantiated by 
better than an 8% gain in sales in the first eight 
weeks to last February 28, to $261.4 million from 
$241.8 million in the like period of 1954. Earnings 
trend is also expected to be upward, especially as 
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Safeway benefits increasingly from its program in- 
volving the erection of additional vast food distribu- 
tion centers designed to serve retail units in the 
several operational zones more quickly and econom- 
ically, thus increasing profit margins. Dividends on 
Safeway common stock have been paid without 
interruption for the last 29 years, the current rate 
of $2.40 annually being maintained since 1950. At 
current price of 44%4 for the common stock this 
dividend returns a yield of 5.3%. 


GREAT NORTHERN RAILWAY was presented 
in the March 5, 1955, issue of THE MAGAZINE as 
one of five stocks which on the basis of near-term 
and longer-range earnings should have an appeal to 
investors with funds available for equity invest- 
ment. It was set forth at that time Great Northern, 
although in common with other rail transportation 
systems, experienced a drop in operating revenues 
last year, the decline in its case amounted to only 
6.7% from previous year’s volume, or to $250.2 mil- 
lion from $268 million. Because of the excellent 
physical condition of properties, the road was able 
to hold its transportation ratio to 33.4% last year 
as compared with 32.1% for 1953. Operating ratio 
of 75.4% increased by only 2.7% from the previous 
year and 1954 net income of $25.4 million, aug- 
mented by dividends and interest payments on its 
holdings of C. B. & Q. stock and obligations of the 
Spokane, Portland & Seattle Railway, was equal to 
$4.21 a share. This compares with 1953 net income 
of $29.9 million, or $4.92 a share. 

Great Northern’s main lines, serving the expand- 
ing Pacific Northwest, traverses a territory in which 
originates widely diversified freight traffic, with 
the road benefiting further from important traffic 
interchange with other carriers. Agricultural and 
industrial development in the territory promises a 
continued long-range uptrend in operating revenues 
and increasingly broader coverage for the current 
$2.20 annual dividend on the common shares, the 
road’s only stock issue. At present price of 40 this 
dividend yields slightly in excess of 5.5%. 


DUQUESNE LIGHT CO.’s common stock ranks 
as an investment-grade electric utility issue. Last 
year, net income of $15.8 million was at a new 
record high, and after preferred dividends, was 
equal to $2.26 a share for the common stock. This 
showing which compares with 1953 net income of 
$15.3 million, equal to $2.22 for the common after 


preferred dividend payments, was achieved despite 
the reduced rate of operation in the Pittsburgh area 
steel mills during the greater part of 1954. Offset- 
ting this, however, were substantial gains in resi- 
dential sales and the greater commercial demand 
with the result that while industrial revenue for the 
year declined about 12%, total revenues were only 
about 2% under those for the preceding year. Con- 
tributing to net income were the economies from a 
new 120,000 kilowatt generating unit which went 
into operation last September and the expiration of 
the excess profits tax which took about $400,000 out 
of 1953 earnings. 

Indications are that 1955 operating revenues and 
net income will be in an uptrend, reflecting con- 
tinued growth in residential and commercial electric 
sales and the increased production schedules of the 
steel industry operating in the company’s territory. 
With the sale last January of 160,000 shares of pre- 
ferred and 450,000 shares of common stocks, Du- 
quesne is understood to have completed its financing 
of its expansion program for this year, and in addi- 
tion expects that bank borrowings will be substan- 
tially less than in 1954. Part of Duquesne’s plans for 
the immediate future involves operation of an atomic 
power generating plant for which ground was 
broken last September on a company-owned site 
about 25 miles northwest of Pittsburgh. This plant 
to cost approximately $45 million, about $5 million 
of which will be contributed by Duquesne, it is 
stated will be capable of generating a minimum of 
60,000 kilowatts of electricity although the exact 
capacity is classified information. 

Three dividend increases since 1951 have brought 
the annual rate up to $1.80 a share, yielding 5.1% 
at current market price around 35%. 


FIRST NATIONAL STORES, INC., operates a 
chain of retail food markets throughout the New 
England states with approximately 20 units located 
in New York state outside the New York City area. 
Its postwar record has been an uninterrupted up- 
turn in both sales and earnings as a result of its 
store modernization program, intensive develop- 
ments of markets and a warehouse system able to 
serve many retail units by short truck hauls. An- 
other important contributor to the comparatively 
high operating profit margin is First National’s 
processing and selling many food lines under its 
own brand and the control of its own supply of 
dairy products. (Please turn to page 55) 
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Earnings Div. 











Earnings Div. Recent Div. Price Range 

per per per per Price Yield 1954-55 

Share Share Share Share 

1953 1953 1954 1954 
Central Hudson Gas & Elec..................... $ .90 $ .70 $ .94 $ .76° 16 4.7% 1652-124 
I 5 jaicicescssncnvosscaveténsicees 11.96 2.00 20.32 2.00 32 6.2 35-25 
I ce. sss csssadbonmnabasatiso 1.42! 1.002 1.448 1.00 43s 2.3 494-33 5% 
I I concn sccansoiccnsohasvoiennkesennsnscs 2.22 1.55 2.26 1.806 35% 5.1 37'/e-28 V4 
First National Stores....................cccccccecesee: 4.174 2.00 4.905 2.406 53 4.5 624-494 
GPE CUOTORETR TRY. oncccesccecescccccccccsscsosseeseee 4.92 2.00 4.21 2.20° 40 5.5 425-27 
National Dairy Products...................000 2.31 1.50 2.75 1.606 38/2 4.1 41 %4-35/2 
Philadelphia Electric ' 2.36 1.60 2.25 1.80 382 4.6 40 %-32'%4 
Reynolds Tobacco "B" ............cccssesssseeeeees 3.12 2.00 4.19 2.40 40 6.0 441/4-33% 
Safeway Stores .................. 3.68 2.40 3.52 2.40 44/2 5.3 494-384 





(1) Year ended 5/31/54. 
(2) Plus 22% in stock. 
(3) Year ending 5/31/55 estimated. 
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(4) Year ended 3/31/54. 
(5) Year ended 3/31/55 estimated. 
(6) Latest indicated dividend. 
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No. 2 of Our 


Special Studies of Major Industries 


By STANLEY DEVLIN 


om has been called the electronic age—and 
not without reason. Vast strides in replacement of 
manpower with electrically generated motive power 
have been accomplished in the last generation. Nat- 
ural scientists are credited with marvelous discover- 
ies in making possible innumerable gadgets operated 
by electrical impulses. Too little credit has been 
accorded the consuming public. Actually, progress 
in electronics stems as much as anything from the 
realization by manufacturers that Mr. and Mrs. 
John Q. Public have the means as well as the desire 
to pay for convenience. 

An urge to escape drudgery in the hope, an insati- 
able desire for diversified amusements and the neces- 
sity of adopting labor-saving devices to combat ris- 
ing wage costs in the factory have combined to spur 
development of all manner of electrical equipment 
and appliances. Even in military weapons, the con- 
suming public has played a vital role, for huge 
expenditures on modern aircraft and guided missiles 
could not have been provided in a democracy with- 
out turning to the public for the necessary resources. 
High taxes which are used to pour into armament 
and to stimulate research in electronics for improve- 
ments are made possible by a prosperous population 
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which can shoulder the responsibility of maintaining 
a vigorous economy while carrying a heavy tax 
burden. 

In this survey of several phases of electronics, 
comments will be presented on recent developments 
in important industries and these will be supple 
mented with a tabulation of relevant statistics to- 
gether with capsule references to individual com- 
panies in three major groups—television, diversified 
electronics manufacturers and principal motion pic- 
ture concerns. 


Trend in TV 


Growth in radio and television has been so dynam- 
ic and has exerted such a powerful influence on the 
nation’s social habits that this group probably de- 
serves a primary consideration even though the most 
dramatic and significant developments have been 
taking place in recent years in other fields. Refer- 
ence is made, of course, to armaments, especially 
guided missiles. The aggressive search for a self- 
propelled machine capable of transporting a hydro- 
gen warhead across thousands of miles of space 
undoubtedly is the dynamic force now driving scien- 





THE MAGAZINE OF WALL STREET 





































SERRE a — 




















Statistical Data on TV, Electronics and Movie Companies 











(A) LEADING COMPANIES IN TELEVISION 




















































































































Earnings Per Share Dividends Per Share “Recent Div. - Price Range 
— 1952 1953 1954 1952953 1954 Price _Yield 1954-1955 __ 
PN COT oc ccseseccccsesssesace $ 3.69 $ 3.48 $3.25° $ 1.00 $1.00° $1.00 27 3.7% 30%4- 18% 
IID, ncisassnspscisconinatnnvonss 1.20 34 37 -60 30 10 6 1.6 7V4- 4% 
Columbia Broadcast. " 2.75 3.80 4.85° 1.60 1.85 1.90° 86 «2.2 944- 415 
Du Mont (Allen B.) Lab. -55 -60 3.17’ 25 — — 15 — 17%e- 9% 
Magnavox Co. oo... 1.82 2.93 2.77 1.50 1.50 1.50 27 5.5 32%e- 16s 
Motorola Co. - 3.62 3.66 3.91 1.50 1.50 1.50 46 3.2 53%e- 30% 
INI irs sxsrsssassncescensosescs 3.15 4.86 1.70 1.60 1.60° 1.60 36 0=— 4.4 40%- 28 
Raytheon Mfg. .......... 76 1.53 1.39 a “= ; 21 a 244- 812 
Sylvania Electric Prod. ...... 2.77 3.10 2.92 2.00 2.00° 2.00 42 4.7 48%- 31% 
Zenith Radio ....................000 _ __11,67,———s«*11.44 6.50' 3.00 3.00 = 3.00 95 3.1 102 - 63%2 
1—Estimated. 2—Includes $2.85 per share from sale of assets. 3—Plus stock. 4—10% stock. 
(B) COMPANIES WITH IMPORTANT DIVERSIFICATION IN ELECTRONICS 
— _ Earnings Per Share Qe ; Dividends Per Share — Recent Div. Price Range ¥ 
=" 1952 1953 1954 _1952 1953 1954 Price Yield 1954-1955 
Burroughs Corp. ................. $ 1.58 $ 1.44 $1.56 $ .90 $ .80 $ .85 29 —_-2.9% 315%e- 15/4 
General Electric .......... sie 1.75 1.92 2.46 1.00 1.33 1.47 49 3.0 55%4- 37% 
General Precision Equip....... 1.88 5.09 6.49 1.00 1.00 1.90 58 3.2 652- 25 
international Bus. Mach....... 7.29 8.53 11.35 3.20° 3.20° 3.80 373 1.0 398 -271 
International Tel. & Tel....... 3.09 3.12 3.00' 80 1.00 1.00 25 4.0 284- 137% 
Minneapolis-Honeywell Reg. 3.00 3.31 4.84 2.25 2.25 2.40 108) = 2.2 118 ~ 67 
National Cash Register...... 1.56 1.71 1.94 3.00 3.00° 3.00 40 7.5 47 - 37 
Radio Corp. of America...... 2.10 2.27 2.66 1.00 1.00 1.20 41 2.9 454- 22/2 
Remington Rand ..................... 2.71 2.32 3.00° yA 1.00 1.00 43 2.3 48%e- 1414 
Underwood Corp. ............... 5.00 1.13 1.66 4.00 2.25 1.25 34 0 33.6 38%e- 27 
Westinghouse Electric ........ 4.23 4.53. 5.06 8 =6.2.000 2.000 2.50 00=— 763.2 BB Y4~ 50% 
1—Estimated. 2—Plus stock. 
(C) LEADING MOVIE COMPANIES 
Earnings Per Share " ae: Dividends Per Share — Recent Div. Price Range 
1952 19533 = 1954s 1952 1953 «1954 Price _‘Yield 1954-1955 _ 
I, MES nsscantiiatsaccnsecscasonees $ 91 $ .85 $1.28 $ .97%2 $ .80 $ .90 18 4.9% 22 - 13% 
ee Paramount Pictures. ............ 2.52 3.06 4.10 2.00 2.00 2.00 36 5.5 40%e- 26's 
Semmes REO PlCPares .....c00.c.0sc.cccecse0. (d) 2.60 (d) .95 (N.A.) —_ _ a >  o- B%s- 2% 
—_"~ 20th Century-Fox Film.......... 1.18 1.65 3.25° 50 1.00 1.60 26 = 6.1 315/e- 1814 
ail Universal Pictures ................ 2.15 2.35 3.58 1.00 1.25 1.25 27 864.6 324- 182 
Warner Bros. Pictures.......... 2.86 1.18 1.61 _ — 0.2009 21%- 13% 
(N.A.)—Not available. (d)—(Deficit). 1—Estimated. _ 
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Leading Companies in Televison 


Admiral Corp.: Diversification in several lines of household appliances 
adds to risks, but strength in TV should provide adequate coverage for 
dividends. (B) : 

Avco Manutacturing: Growing emphasis on household appliances, espe- 
cially washers and refrigerators, may retard progress in TV. Radio is 
important asset. (C) : : 
Columbia Broadcasting System ‘'A‘': Strong growth trend in telecasting 
as well as in manufacturing activities expected to continue; higher dividend 
foreseen. (B) A . 
DuMont (Allen B.) Laboratories ''A'': Scientific research is strong point 
of this leader in TY and may be merger candidate. Weak side is mer- 
chandising sets. (B) , sas ‘ 
Magnavox Co.: Aggressive management strengthening competitive posi- 
tion in other fields of electronics than TV. Emphasis on quality poses 
problem in sales growth. (B) : 
Motorola, Inc.: Good combination of scientific research and promotional 
sales effort credited with surge to high level in TV. Another sales gain 
indicated. (B) 

Philco Corp.: Aggressive merchandising organization may enable company 
to overcome handicap of tough labor setup. Improvement in earnings 
seen this year. (B) 

Raytheon Manufacturing: Growing participation in guided missile work 
and in other defense activities should offset adverse effect of keen com- 
petition in TV. (B) 

Sylvania Electric Products: Despite keen competition in principal lines, 
such as tubes and flourescent lighting, continued progress in sales is 
foreseen. (A) 

Zenith Radio: Vigorous promotion of new models expected to enlarge 
volume and improve margins. Potentialities seem large in eventual ap- 
proval of subscription TV. (A) 


Companies with Diversification in Electronics 


Burroughs Corp.: Rapid development of electronic devices for improve- 
ment of office machines and aggressive sales promotion expected to 
boost sales and profits. (A) 

General Electric: Some improvement in apparatus orders foreseen this 
year, along with gains in atomic power projects. Higher earnings and 
dividends in prospect. (A) 

General Precision Equipment: Progress in development of electronic de- 
vices for military applications as well as for movies expected to enlarge 
sales this year. (B) 

International Business Machines: Need for substitution of speedy machines 





for manual power in offices assures growth in this leader in electrical 
applications. (A) 

International Tel. & Tel.: Further progress in earnings is anticipated as 
result of adoption of operating economies. Electronic appliances gaining 
acceptance. (B) 

Minneapolis-Honeywell: Trend toward automation in factories and en- 
largement of market for household appliances points to expansion in sales 
of electronic controls. (A) 

National Cash Register: Another manufacturer of business machines 
which has developed new electronic equipment. Higher dividend after 
split anticipated. (A) 

Radio Corp. of America: Leader in all divisions of electronics equipment 
2 —— to improve earnings in 1955. Expanding in various appliance 
ines. ( 

Remington Rand: Progress in electronic devices, especially digital and 
analog computers, broadening company's markets. Strong competitor in 
office machines. (B) 

Underwood Corp.: Backwardness in turning to electronic applications in 
office machines retarded progress, but improvement over 1954 anticipated 
this year. (B) 

Westinghouse Electric. Second in electrical equipment. Aggressive mer- 
chandising. Electronics and atomic research. Well-protected dividends. 
Investment quality plus growth prospects. (A) 


Leading Motion Picture Companies 


Loew's Inc.: Recovery in box office receipts contributing to upturn in 
earnings. Higher dividend possible. Separation of theatre and picture 
units awaited. (B) 

Paramount Pictures: Recovery in picture rentals anticipated as box office 
receipts improve. Participation in many aspects of TV offers promise of 
gains. (B) 

RKO Pictures: Disposal of picture producing facilities leaves company 
~~ cash positon, but ultimate action dissolution remains uncertain. 


) 

Soth Century-Fox: Wide acceptance of CinemaScope contributing to 
enlargement of box office receipts and prospect of improvement in earning 
power. (B) 

Universal Pictures: Successful program of picture production strengthened 
competitive position. Eventual merger with Decca Records, parent unit, 
possible. (B) 
Warner Bros. Pictures: Segregation of theatre operation leaves this 
picture producer and distributor in highly competitive field, where 
progress may be difficult. (C) 





RATING: (A)—Sound commitment for long-term appreciation. 


(B)—Moderately attractive but more speculative than (A). 


(C)—Unattractive. 


NOTE: New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 
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Comprehensive Statistics Comparing the Position oj 










































































Figures are in million dollars Ou toni pains _—_ oy =" = 
except where otherwise stated. Laboratories Machines Sagunter aatier mas 
CAPITALIZATION: 

Long Term Debt (Stated Value)............................ S - $250.0 — $ 35.0 $ 39.8 —_— 
Preferred Stocks (Stated Value)................00000000... $ 2. — a _ — $ 10.0 
Number of Common Shares Outstanding (000)... 2,361' 4.098 758 3,172 6,575 3,771 
TOTAL CAPITALIZATION $ 3.7 $400.9 $ 8 $ 39.7 $ 94.2 $ 21:3 
INCOME ACCOUNT: For Fiscal Year Ended........ 1/2/55 12/31/54 6/30/54 12/31/54 12/31/54 12/31/54 
Net Sales . $919 $461.3 $ 62.9 $229.4 $259.1 $349.2 
Deprec. Depletion, Amort., etc. $ 1.4 ‘$ 71.5 $ 1.6 $ 5.1 $ 8.9 $ 3.6 
Income Taxes . - $ 51.8 $ 3.2 $ 17.3 $ 15.5 S 27 
interest Charges, etc. $ .6 $ 7.2 $ 4 $ 1.0 $ 2.0 _ 
Balance for Common S a $46.5 $ 2.1 $ 15.3 $ 12.7 $ 5.6 
Operating Margin 1.5% 22.3% 9.2% 14.6% 10.6% 2.7% 
Net Profit Margin 9% 10.9% 3.3 6.6% 4.9% 1.9% 
Percent Earned on Invested Capitai........................ 4.5% 19.1% 18.2% 18.7% 13.7% 7.1% 
Earned per Common Share * $ 3.177 $ 11.35 $ 2.77 $ 4.84 $ 1.94 $ 1.70 
BALANCE SHEET: Fiscal Year Ended 1/2/58 12/31/54 6/30/54 12/31/54 12/31/54 12/31/54 
Cash and Marketable Securities $ 4.6 $ 71.6 $ 2.9 $ 20.7 $ 14.4 $ 19.3 
inventories, Net $19.6 $ 24.7 $ 11.3 $ 59.8 $ 53.7 $ 50.3 
Receivables, Net $17.7 $55.2 $ 7.8 $ 30.4 $ 39.2 $ 51.9 
Current Assets $ 52.4 $151.6 $ 23.6 $111.5 $108.3 $122.8 
Current Liabilities $ 30.2 $ 64.8 $ 17.0 $ 28.7 $ 51.0 $ 69.7 
Working Capital ........ $ 22.2 $ 86.8 $ 66 $ 82.8 $ 57.3 $ 53.1 
Fixed Assets, Net $10.1 $367.2 $ 4.7 $ 29.3 $ 48.9 $ 38.1 
Total Assets $ 63.2 $565.4 $ 28.5 $145.7 $183.4 $164.5 
Cash Assets per Share $ 1.96 $ 17.47 $ 3.81 $ 6.52 $ 2.19 $ 5.12 
I MN Wiis, i, WP We Bic on. cccscacsccccscsccasscosesesce LF 2.3 1.3 3.8 2.1 1.7 
Inventories as Percent of Sales 21.4% 5.3% 18.1% 26.1% 20.7% 14.4% 
Inventories as Percent of Current Assets.............. 37.4% 16.3% 48.0% 53.8% 49.6% 40.9% 
Total Surplus ......... $ 16.5 $ 92.4 $ 10.7 $ 77.1 $ 38.1 $ 73.5 





(*) Data on dividend, current price of stock and yields in supplementary table on 


preceding page. 














tific research in electronics. More on this interesting 
subject will be said later. First, let us review recent 
trends in radio and television as well as motion pic- 
tures, in which electronic devices are becoming 
increasingly important. 

Television set manufacturers, most of whom are 
numbered among the leading producers of radios, 
enjoyed one of their best years in 1954 and appear 
headed for another eminently satisfactory twelve 
months in 1955. Retail TV sales last year are esti- 
mated to have established a record, although ship- 
ments by manufacturers to distributors and dealers 
approximating 7.2 million units fell slightly short 
of the 1950 record which approached 7.5 million 
sets. The explanation for retail volume in excess of 
factory sales is found in the fact that at the begin- 
ning of last year, sets in distribution channels had 
reached an unwieldy total of about 2.5 million. Sales 
to consumers for the year are estimated to have 
exceeded by at least half a million sets actual deliv- 
eries from factories. 

Business this year has started more encouragingly 
than in 1954. Although it is too early to project a 
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dependable forecast for the full year, since holiday 
business represents such an important proportion of 
the annual distribution, trade interests feel confi- 
dent that sales in 1955 will compare favorably with 
last year’s total. Optimism is based on the conviction 
that replacement business is gaining momentum— 
that is, the relegation of small-screen sets to the 
children’s room or to the den and substitution of a 
new 21-inch model in the living room or play room. 
The time is fast approaching for a second set in 
every home. 

Prospect for a high level of sales this year is 
encouraged also by abatement of interest in color 
TV as well as by further extension of telecasting 
and the addition of new channels. Diminishment of 
public clamor for color sets has caused some sur- 
prise, but is readily understandable to industry 
leaders. Although viewers would welcome varihued 
shows on their sets, they are not prepared to spend 
from $750 to $1,000 for a set that is capable of 
providing programs on only an occasional basis. In 
short, apathy may be explained by prohibitive prices 
and a scarcity of color telecasts. The fact that mod- 
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Leading TV & Electronic Companies 





Westinghouse 





Radio Raytheon Underwood 
Corp. of Mfg. Corp. Electric 
America 
$150.0 $ 7.1 $ 9.5 $323.8 
$ 14.5 $ 3.7 — $ 50.0 
14,031 2,176 746 16,332 
$192.6 $ 21.7 $ 21.2 $577.9 
12/31/54 5/31/54 12/31/54 12/31/54 
$938.1 $177.1 $ 75.9 $1,631.0 
$ 17.3 $ 2.5 $ 14 $ 37.7 
$ 42.9 $ 6.0 $ 1.1 $ 78.6 
$ 48 $ 1.1 $ 4 $ 11.1 
$ 36.5 $ 3.3 $ 1.2 $ 82.6 
6.1% 6.2% 2.4% 10.1% 
4.3% 2.0% 1.6% 5.1% 
17.3%$ 10.0% 93.3% 11.4% 
$ 2.66 $ 1.53 $ 1.66 $ 5.06 
12/31/54 5/31/54 12/31/54 12/31/54 
$122.8 $ 12.7 $ 63 $344.4 
$109.6 $ 45.8 $ 21.8 $420.3 
$145.4 $ 21.3 $ 11.4 $213.1 
$386.5 $ 79.9 $ 39.7 $918.4 
$151.6 $ 50.5 ' $ 5.8 $226.3 
$234.9 $ 29.4 $ 33.9 $692.1 
$151.4 $ 12.4 $ 12.0 $306.4 
$548,3 $ 93.6 $ 55.0 $1,329.1 
$ 8.75 $ 5.87 $ 8.45 $ 21.08 
2.5 1.5 6.8 4.0 
11.6% 25.8% 28.7% 25.7% 
28.3% 57.3% 55.0% 45.7% 
$191.5 $ 20.5 $ 25.5 $485.3 





(1) Combined ' A" & "B" common stock. 
(2) Includes profit on sale of assets. 
(3) Includes special credits. 




















rate priced color TV sets may be years away has 
broken down a reluctance on the public’s part to 
purchase new monochrome sets now. 


Radio and Household Appliances 


The former rapid growth in radio has dwindled to 
a fairly stable level largely representing replacement 
business. Demand for clock radios, which enjoyed 
a vigorous upsurge for a couple of years, has slack- 
ened; but public interest is avid in new models 
offering unusual features. As an example, a tiny 
pocket-size portable radio powered by small batter- 
ies and equipped with transistors has been intro- 
duced to the retail market. It has met with such 
success that even at a price range of $39.95 to 
$49.95 dealers cannot obtain adequate supplies to 
meet the demand. As a consequence, all indications 
point to a brisk upturn in radio sales this year. 

Electronic household appliances are enjoying brisk 
demand. Sales have been stimualted by continuation 
of residential construction at a record-breaking 
pace. Recovery of confidence in job security, to- 
gether with wage increases lifting national income 
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up another notch, has spurred retail sales. Pro- 
ducers report a decline in dealers’ stocks and a wel- 
come absence of excessive supplies in the hands of 
discount houses. Margins have been maintained at 
a more satisfactory figure than last year. Restyling 
of electric stoves, improvement of washing ma- 
chines and refrigerators as well as more effective 
promotional efforts have contributed to an impres- 
sive come-back in this group of electrical goods. 

In heavier electrical apparatus required chiefly 
by electric light utilities sales have registered a 
downtrend for a year. Shipments have held up well 
on old contracts, but new orders have dwindled in 
reflecting completion of many projects initiated 
soon after Korean hostilities waned. The utility in- 
dustry has virtually caught up with deferred con- 
struction needs and new orders now are geared to 
a normal growth. The need for industrial plants 
to place greater and greater dependence on power 
facilities as a substitution for manual labor means 
that consumption of electricity is likely to continue 
a steady climb, however, and apparatus business 
promises to bulk large in sales of leading producers 
of electronic devices. 

Dependence on electrified equipment is expanding 
in offices as well as in factories. Accordingly, an- 
other important market is opening for electric type- 
writers and high-speed data-handling machines as 
well as computers. Automation in assembly line 
production is requiring a great variety of controls 
for electric current used in motivating equipment. 
Thousands of small electronic components are used 
in the so-called electric brains devoted to scientific 
problems. Electronic tape recorders and high-fidel- 
ity sets also are gaining wider acceptance. In fact, 
electronically taped radio programs have been 
adopted on a fairly large scale. 

In the movie industry, new electronic techniques 
have been introduced to enable the motion picture 
theatres to compete with home television. Cinema- 
Scope employing a wide screen and amplified sound 
effects has become one of the leading innovations 
enabling film producers to present more appealing 
programs. Other wide-screen techniques employing 
various electronic equipment include VistaVision, 
Cinerama and the Todd A-O process. Which of the 
new entertainment versions will eventually capture 
the bulk of the business is uncertain at the moment, 
but it is apparent that only through development of 
electronically operated devices has the industry been 
able to strengthen its competition for the public’s 
dollar. A newer factor spurring attendance has been 
the “drive-in” movie theatre. Hundreds of these 
establishments are being added yearly and they are 
becoming an important asset to the industry. 


Military Use of Electronics 


With all the extraordinary developments in many 
industries, it is safe to say that nowhere has greater 
progress in electronics taken place than in military 
applications. This has been made possible, it may 
be recalled by an earlier reference in this article, 
by channeling of large sums collected in personal 
income taxes to armament activities. Aggressive 
exploitation of electronic and nuclear potentialities 
began with our perfection of the atom bomb. Reve- 
lation of this devastating weapon spurred research 
throughout the world not only to duplicate our ac- 
complishments but (Please turn to page 56) 
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By JOHN D. 


A t a time when many corporations are either 
paying substantial extra dividends or increasing 
regular periodic distributions on their stocks, and 
price movements of a great majority of issues have 
carried them to new high levels, it is not unreason- 
able for an owner of an equity apparently ostracized 
from the society of the elite to ask “what’s wrong 
with the stock I hold?” Some of these laggard stocks 
are not only dormant marketwise but have gone con- 
trary to the trend by losing ground marketwise, 
and cutting dividends, or omitting them altogether. 
In any case, such adverse developments are not con- 
ducive to creating a contented state of mind, auto- 
matically arousing the question of whether to con- 
tinue to hold the stock, hoping for a turn in the 
companys fortunes, to make an additional commit- 
ment to average cost, or to get out of the stock, 
switching into what appears to be a more promis- 
ing issue. Whatever form the question takes, it can 
only be answered by careful study of the conditions 
underlying the individual stocks which for one rea- 
son or another are disturbing investors who own 
them. 

From stocks in this category, we have selected the 
following eight issues for analysis by our staff, and 
on which we present our comments which we believe 
will be of value to owners of these issues: 


BALDWIN-LIMA-HAMILTON offers promise of 
coming out of the doldrums besetting the company 
through practically the first eight months of 1954 
in which incoming orders and backlogs were in a 
continuous decline. This was not an extraordinary 
development considering it took place at a time 
when railway equipment business tapered off from 
previous years’ high levels and demand dwindled 
for other capital goods. This downtrend was re- 
versed in the latter part of the year, unfilled orders 
in the final quarter increasing by slightly more than 
$30 million. Indications are that 1955 first quarter 
new business has been flowing in at a faster tempo 
which leads to expectation that with a continuation 
of this trend, 1955 earnings should show a decided 
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improvement over the 95 cents a share in net earn- 
ings Baldwin-Lima was able to report for all of 
1954. The company, in keeping with its policy of 
exansion and diversifying, acquired last year Hydro- 
press, Inc., an important manufacturer of rolling 
mill and hydraulic presses for the steel and other 
metal fabricating industries, with good growth pros- 
pects, especially in view of the increasing use of 
powder metal by various industries. 

Considering the improved immediate prospects 
for Baldwin-Lima and its good longer-range outlook, 
the stock, although it lacks any marked speculative 
appeal, is worthy of being retained in present port- 
folios. 


Beech-Nut Packing last year had record net sales 
of a little more than $93 million, up from $90.9 mil- 
lion in the previous year, but profits before Federal 
taxes declined to $5.9 million for 1954 from $7.6 
million for 1953. Net income, helped by $528,776, 
equal to 35 cents a share, from refund of excess 
profits tax, was equal to $2.20 a share. This com- 
pares with 1953 net of $3.7 million, or $2.42 a share. 
Several adverse factors accounted for the poorer 
1954 showing. Sharp fluctuations in the green coffee 
market created an unsatisfactory pricing situation 
for roasted coffee, while competition necessitated 
heavier expenditures for intensified promotional 
activity. At the same time, Beech-Nut added to its 
sales and promotional expenditures to expand and 
improve its already strong position in baby food 
and chewing gum markets, the favorable results of 
which are expected to be seen in improved 1955 
operating results. It is also likely that the chemical 
division will contribute more importantly to net 
results in the current year through sales of new 
synthetic resins for certain industrial applications 
introduced during 1954. 

The current 30-cent quarterly dividend, reduced 
from 40 cents in 1954, should be maintained. The 
stock, presently selling at 28, the iow point in its 
1954-55 price range, should be retained. 
BIGELOW-SANFORD CARPET, bouyed by final 
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1954 quarter sales and earnings, anticipates in- 
creased sales volume and net earnings for the cur- 
rent year. During the first nine months to last Sep- 
tember 30, sales, 11% under the corresponding 
period of the preceding year, resulted in a loss of 
$869,000, but this was wiped out by fourth quarter 
sales increasing to $20.4 million from $16.2 million 
in the third quarter. Aiding in this better showing 
were price increases of from one to 6%, enabling 
Bigelow to close the year with net income of $107,- 
921. This amount, however, fell short by approxi- 
mately $64,000 in covering $172,238 paid in divi- 
dends on the preferred stock. The net result of full 
year’s operations was a deficit of 7 cents a share on 
the common. 

Results for one quarter of any year, however, 
does not always indicate a trend, although there 
appears to be some basis for expecting carpet sales 
to be moderately higher this year and profit margins 
to widen slightly as a result of price increases put 
into effect in the latter part of 1954. In an effort 
to bring about a reduction in manufacturing over- 
head costs, Bigelow-Sanford now plans to vacate 
its Amsterdam plant, except for some non-carpet 
operations, consolidating all woven carpet manufac- 
turing at the Thompsonville, Conn., plant. In antici- 
pation of this move, reserves of approximately $2.5 
million have already been set up to cover costs. The 
consolidation, however, is not expected to be com- 
pleted much before the 1955 final quarter, so it is 
not likely that any benefits from expected savings 
will be evident until some time in 1956. 

Dividend resumption on the common stock does 
not appear to be a near-term possibility and the 
stock continues in a doubtful position. 


BOHN ALUMINUM & BRASS, despite the up- 
turn in output of cars by the automotive industry in 
the 1955 final quarter, failed to benefit by way of 
sales, its dollar volume for that period amounting 
to approximately $12 million. This was below the 
$12.8 million shown for the like 1953 period. This 
showing in the 1954 quarter was doubly disappoint- 
ing considering the relatively high rate of activity 
in the aircraft, electric appliance and building in- 
dustries to which Bohn supplies cast, forged and 
extruded parts. It is quite evident that profit mar- 
gins, especially in the latter half of last year, were 
pared materially with the result that net earnings 


of 55 cents a share for the March quarter turned 
into a deficit of 66 cents a share for the full year. As 
a matter of fact, 1954 operating loss before Fed- 
eral tax amounted to $1.4 million, but this was offset 
by a tax credit of $1,050,000, bringing the net loss 
down to about $351,000. 

Bohn is endeavoring to improve its position by 
developing an all-aluminum air conditioning con- 
denser and an aluminum automotive radiator, as 
well as by the recent acquisition of Reo Motors 
which will put it into the truck manufacturing field. 
While 1955 operations may show some improve- 
ment, it would appear that management might pre- 
fer to postpone further dividend action until there 
is more concrete evidence of a restoration of earn- 
ing power. In the meantime, the stock must be re- 
garded as speculative and held only on that basis. 


BRUNSWICK-BALKE-COLLENDER as a re- 
sult of its entry into school furniture and gymnas- 
ium equipment fields, while still maintaining its 
position as a manufacturer of bowling alley and 
billiard equipment, appears to be producing results. 
School furniture sales in 1954, the first full years of 
production, were an important contributor to net 
sales of $33.3 million, which with lower extra- 
ordinary expenses in connection with the diversifica- 
tion and expansion program, enabled Brunswick- 
Balke to report net earnings for the common stock 
equal to $1.21 a share as compared with 32 cents 
a share for 1953. 

Because of the need for cash to further minimize 
bank loans and to provide for other corporate 
purposes, it is not likely that common stock dividend 
policy this year will deviate much from that fol- 
lowed in 1954. The stock, however, while still spec- 
ulative, is worth retaining on that basis. 


S. S. KRESGE somewhat belatedly, perhaps, rec- 
ognized the necessity of getting rid of some of its 
unattractive, older retail units and opening modern 
stores in well selected locations if it was to keep 
abreast of competitors and maintain its front rank 
position of long duration in the variety chain field. 
Considerable was accomplished along these lines last 
year, 22 older units being closed and 26 new stores, 
21 of which were in subburban shopping centers, 
put into operation. (Please turn to page 59) 
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Where Rail Recapitalization 


Will Increase 


EARNINGS — DIVIDENDS 


By ROGER CARLESON 


I n recent months, a definite trend has de- 
veloped among railroad companies to revamp their 
capital structures. A number of carriers have al- 
ready taken steps in this direction and it is expected 
that other companies in the rail group, sooner or 
later, will follow the same trail. 

Such action appears to be a logical sequence to the 
railroads’ postwar modernization program. Through 
capital expenditures of approximately $10 billion 
during the last decade for dieselization, push-button 
freight yards, centralized traffic controls, communi- 
cations, and other facilities, the roads have brought 
operating efficiency to a very high level and have ef- 
fected substantial savings in operating costs. 

With these achievements, the rails, in the last 





year or two, have been turning 
their attention to readjusting 
capitalizations, the basic incen- 
tives being the elimination of 
preferred stocks with high divi- 
dend rates and saving on income 
taxes by substituting new in- 
come bonds for the preferred 
stock issues. Such savings could 
be substantial inasmuch as in- 
terest paid on income deben- 
tures is deductible for income 
tax purposes and would aug- 
ment the additional saving made 
possible by the debentures 
carrying, in most instances, a 
contingent interest rate, in some 
cases well under the rate of pre- 
ferred dividend. Such savings, 
it is calculated, would not only 
provide sinking funds sufficient 
for the retirement of the bonds 
at mateurity but should redound. 
to the benefit of the common 
stock. 

Last year, Illinois Central, 
Western Pacific, New York, 
Chicago & St. Louis (Nickel 
Plate), and Chicago & Eastern 
Illinois took definite action to 
replace their preferred stocks 
with new debenture issues either 
by direct exchange as in the case 
of the C & E I, or through the 
sale of the debentures, as was 
done by the Nickel Plate, the 
proceeds being used to retire the 
road’s $6 preferred stock. Other 
railroads have progressed in 
plans of recapitalization or are 
expected to shortly announce ac- 
tion along these lines subject, of 
course, to ICC approval. 


CHICAGO, ROCK ISLAND & 

PACIFIC is one of the most re- 

cent railroad companies to put 

forth a plan to redeem all of its 

convertible preferred stock, us- 

ing for this purpose proceeds from sale of $65 mil- 
lion new 40-year income debentures. Within the last 
three years, Rock Island, through use of retained 
earnings, has reduced the outstanding $100 par 5% 
preferred from $70 million to $65 million, or 650,000 
shares which are convertible into common stock on 
a share for share basis. If, however, as a result of 
the redemption call, all of the preferred is converted, 
none of the new debentures will be issued. At the 
present time the common, on an annual dividend 
basis of $5 a share, is selling in the market at 92, 
to yield a return of 5.4%. At this price, there is a 
differential of 1214 points between the common and 
the preferred, the latter selling around 10414, to 
yield 4.7% on the $5 dividend. 
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How much, if any, of the preferred will be con- 
ated cannot be estimated. Moreover, the amount 
{conversion will govern the amount of new deben- 
nres that will be issued, the company stipulating 
hat the offering will be limited to 105% of the total 
mount of redeemed preferred. Whether or not Rock 
sand common stock would benefit from the pro- 
sal to eliminate the preferred depends on how 
uch of the latter issue is converted. Should all, or 
large percentage of the preferred be exchanged 
br common, the effect would be to dilute earnings 
the increased number of outstanding shares of 
te latter issue. Last year, net earnings of the road, 
fer preferred dividends, were equal to $10.25 a 
lare of common stock. Assuming conversion of all 
he preferred, net earnings for the greater amount 
{common which would be outstanding would have 
mounted to, on the basis of 1954 net income, $9.10 
share. 
On the other hand, elimination of Rock Island’s 
eferred by redemption would enable the road to 
try a substantial tax saving down to the com- 
wn stock. Assuming that interest on the new deb- 
ntures is fixed at 5%, the equivalent of the $5 pre- 
tred dividend, would permit treating yearly in- 
rest of approximately $3,250,000 on the $65 mil- 
m of income debentures, if issued in that amount, 
$a deductible item for income tax purposes. This 
wuld represent a tax saving of approximately $1.6 
ilion which means about $1.25 added to net in- 
me for the common stock. On this basis, actual 
4 net income of $10.23 a share applicable to the 
tter issue would have been increaased to approxi- 
ately $11.48 a share. 
Although at the moment of writing, no official 
atement has been made, it is expected that upon 
mpletion of the recapitalization plan, thus elimin- 
ing all of the preferred stock, Rock Island’s di- 
tors will give approval to splitting the common 
xk, possibly on a three-for-one basis. It is also be- 
ved that dividends on the new common will then 
tinaugurated at a $2 annual rate. 























CHICAGO & EASTERN ILLINOIS initiated its 
tn to eliminate the outstanding class “A” stock 
hich has preference over the common to the ex- 
nt of $2 annual dividend several months ago. At 
ut time, the road had outstanding 383,412 shares 
“A” stock of $40 par value, or a total of $15,- 
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350,040. To accomplish its purpose, a new issue of 
100-year 5% income debentures in the principal 
amount of $15,350,040 was created and offered in 
exchange on the basis of $40 principal amount of 
the bonds for each share of “A” stock outstanding. 

Net earnings of the road last year applicable to 
all of the “A” stock then outstanding amounted to 
$6.61 a share. This was equivalent to 3.3 times in- 
terest requirements on the full amount of debentures 
had they been issued in place of the “A” shares. 
While the rate of interest payable, if earned, on the 
total debenture issue would be equal to that hereto- 
fore payable on the “A” stock, interest payments 
would be deductible for income tax purposes. This 
tax saving, it is estimated, would be equal to earn- 
ings of $1.00 a share on the common stock, bringing 
net income, on the basis of 1954 operations, to $4.56 
a share, as against 1954 actual of $3.56, and 1953 
net income of $3.81 a share, after funds in each 
instance. In the event all class “A” stock is ex- 
changed, the C & E I would have outstanding only 
409,640 shares of common stock. At present, divi- 
dends on Chicago & Eastern Illinois common are 
being paid quarterly at an annual rate of $1.00 a 
share. It appears reasonable to expect this rate to be 
at least moderately increased following the elimin- 
= of the majority, if not all, of the class “A” 
shares. 


WESTERN MARYLAND RAILWAY, benefiting 
from complete dieselization of freight movements, 
mechanization of roadway maintenance, and other 
improvements, as long ago as March, 1953, turned 
its attention to modifying its capital stock struc- 
ture. One of the principal objectives has been the 
elimination of dividend arrearages which at the 
time of filing the plan amounted to $126 a share 
on the $7 first preferred stock. 

Under the recapitalization plan, approved by the 
Interstate Commerce Commission in February of 
this year, each share of the $7 preferred would be 
given two shares of a new $5 first preferred of $100 
par value per share, and one-half share of new $4 
convertible second preferred, of $100 par value. 
Each share of the latter class would be convertible 
into two shares of common. Owners of the current 
$4 second preferred would receive in exchange for 
their present holdings the new $4 convertible pre- 
ferred which is precisely equivalent to a share for 
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share basis. In exchange for approximately 532,868 
shares of $100 par value common stock the company 
would issue, share for share, new common of $10 
par value. 

Actually, the only change in the capital structure, 
outside of the new $10 par value common, would be 
the issuance of two shares of new $5 preferred for 
each share of $7 preferred now outstanding. If the 
plan, now subject to stockholders’ approval, goes 
through, the revised capital structure would consist 
of approximately 354,840 share of $5 first preferred, 
150,092 shares of $4 second preferred, and 532,868 
shares of common. Conversion of the second pre- 
ferred would result in bringing the outstanding com- 
mon up to 833,052 shares. 

If the plan, now subject to approval by Western 
Maryland’s stockholders, is declared effective, first 
preferred dividend arrearages, reduced by 1953 pay- 
ments totaling $15 a share and in 1954 by a total of 
$12.50 per share distributions, bringing the arrear- 
ages as of April 1, this year, down to $110.75 a 
share, will be completely wiped out. This accumula- 
tion of unpaid dividends, incidentally, was piled up 
mainly in the 1920s and the early ’30s, and barred 
the payment of any dividend on the second pre- 
ferred.and common stocks. Consummation of the re- 
capitalization plan would in all likelihood bring 
these two latter issues much closer to the time when 
they would participate in dividend distributions. 

On the basis of the proposed new capitalization, 
earnings of the road in each of the last eight years 
covered dividend requirements on both the first and 
second preferreds by a wide margin, leaving sub- 
stantial balances for the common stock. In 1954, for 
example, net income of more than $7.2 million was 
equal to $20.36 a share of proposed new $5 pre- 
ferred, with a balance, after payment of dividends 
at the rate of $5 a share on the senior stock, the 
equivalent of $36.31 a share on the convertible sec- 
ond preferred. Earnings for the new $10 par com- 
mon stock, on this basis, would have been equal to 
$9.10 a share. 

Western Maryland’s present $7 first preferred al- 
ways has been regarded as a highgrade investment 
issue, its five-year price range from 1950 to 1955 to 
date being 157 low to a recent high of 224, with 
current price around 211. From its low point of 22, 
registered in 1954, the common stock, reflecting the 
more optimistic investor view of its position, has 
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moved up so far in 1955 toa high of 4154, the latt 
price comparing with current quotation at 375, 





MISSOURI-KANSAS-TEXAS, plagued by diy 
dend arrearages built up over practically two dd 
cades beginning with 1932, and which now amoy 
to $150.50, or a total of $100,384,000, on its $7 prey 
ferred stock, has worked out a plan to elimina 
these back dividends and at the same time, it aay 
lieves, will give the company a more realistic capi 
tal structure. Under the terms of the plan, now ij Z 
the hands of the Interstate Commerce Commissigte 
for approval, the present preferred stock would} 
eliminated, holders receiving in exchange for cag) 
share owned $140 principal amount of new 5% ig 
come bonds, plus one share of new $60 par valy 
class “A” stock. The latter issue would then be oy 
standing in the amount of 667,005 shares which wi 
receive as a class three-fourths of all dividend distr 
butions, with the remaining one-fourth going to th 
new common stock of $10 per share par value to} 
given in exchange for the 808,972 shares of no pm 
value common stock now outstanding. The class “4g ~ 
stock, however, would be limited to $3 a share; 
dividends in any one year. Any amount allotted { 
these shares in excess of $3 a share is to be pai 
into a sinking fund for the redemption of cla 
“A” stock. 
The plan, as submitted to the ICC in January 
1955, reduces total equity capital of the road frm 
$133.3 million, or 58.41 per cent of total capitalix 
tion, to $48.1 million, equal to 20.34 per cent, b 
increases “total borrowed capital” from $94.9 ni 
lion, or 41.59 per cent of the total, to $188.3 milli 
equal to 79.66 per cent of the new proposed to 
capitalization. In other words, the proposed issuanq 
of 5% income bonds about doubles the road’s funk 
debt. Interest on this new issue, if paid, would aif 
approximately $4.6 million to interest requiremen 
this latter sum being about $650,000 in excess 1 
the road’s net income last year. After preferred dif 
dends for 1954, Katy showed a deficit of 80 cents 
share for the current outstanding common stock 
Both traffic volume and earnings last year, hoy 
ever, were down from 1953 levels due largely 1 
drought conditions in the Southwest, the effects 1 
which were seen in lighter movements of cottol 
grain and other agricultural products. Barring 
repetition of these 
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Foe _A remarkable number of individuals still 
hosel ing to investment concepts which were popular 
lotted qeone exceedingly conservative investors at the 
be paige” of the century. Many of these people had been 
of chgstees for estates and had inherited, along with 


dr fiduciary responsibilities, a quite narrow view 
laneed the function of investments which undoubtedly 
ad frogeang from a conscience deriving its origin from 
pitaliggee lder New England morality. 

ent, pgs 4 result of this rigid view, trustees of the 
14.9 migtiod and others responsible for the care of funds 
“millios trusted to them, confined their investments almost 
sed togelusively to government, state and municipal 
issuangeds, venturing out only after the most careful ex- 
s fundgeitation, into the field of the highest grade mort- 
ould aigee issues. It was rare indeed to find common 
rement#ks included in such portfolios, all of these with- 
xcess @ exception being considered in the nature of 
red digeulations. Local bank stocks were exempt from 
) centss rule, particularly where estates included stock 
1 stockings of banks with which families had been 
or. ntified for many years. Aside from such stocks, 
enh ever, it was most unusual 





















THE EDITORS’ 


INVESTMENT CHIONUC 


The Over-Cautious Investor 


investments no longer was sufficient to provide re- 
quirements originally intended owing to the rise in 
general prices and consequently in the cost of living. 
Since the 2nd World War, of course, this situation 
has been greatly aggravated and estates which had 
been formulated on the basis of strict adherence to 
the highest degree of conservatism have suffered 
severe loss in actual purchasing value though nom- 
inal values may have remained the same. Thus, 
trustees, hampered by unnecessarily rigid stipula- 
tions as to the management of funds entrusted to 
them, found themselves increasingly frustrated. 
However, as individuals learn of the disadvantage 
of confining executors and trustees to a sterile mode 
of investing funds, they now generally draw up wills 
giving much greater latitude to those responsible 
for carrying out the specified terms. 

While this is to be welcomed as an important im- 
provement in making testatory instruments more 
effective and manageable under modern conditions 
in the investment markets, it is surprising that there 
still remain a large (Please turn to page 56) 
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ffects | ie 
f cottol trustees elsew here, actuated Two Contrasting Programs For Investing $100,000 
: the same rigid concepts, to a 
arri A nder far afield from the then For Highly Conservative Investment For a Balanced Investment 
page a —— — — —— — — 
ag wentional means of investing Annual Annual 
ds. Cost Where Invested Income Cost Where Invested Income 
se ,0 ‘t Bonds(* 675 $10,000 Savi Bank 7 
With the growth of the wealth — . wien thai ‘= 
ho United Stat ‘ th 10,000 Gov't Bonds(*) ... 225 
—g ihe =Unite aves In we 30,000 Tax-Exempts(**) 600 | 10,000 Tax-Exempts (**) 200 
= ly decades of the twentieth 6,500 50 Shares, Amer. 
—— "Pury, it had already become Tobacco 6% Pfd. 300 
parent to many trustees and 13,000 100 Shares Amer. 8,000 50 Shares U. S. 
servative investors that their Tobacco 6% Pfd. 600 | Steel 7% Pfd.... a 350 
__—#f-conservative methods were 8,800 50 Shares | 8,800 50 Shares A.T.&T... 450 
“| Fiquated and that they would Amer. Tel. & Tel. 450 | 8,600 (200) Dow Chem. 200 
= = ¢ to adapt themselves to the 9,600 (200) Gen. Elec............. 320 
| = er conditions. Unfortunately, 8,600 200 Shares 7.600 (200) Gt. Nor. Ry...... a0 
ler the terms of wills and Dow Chemical .. 200 | 5,800 (100) Nat'l. Lead.......... 200 
—|—— wer instruments which gov- 6,200 (100) Pitts. Pl. Glass. 225 
| = fed the handling of many es- 9,600 200 Shares 4,200 (100) Radio Corp. ...... 135 
8, it had often been stipulated General Electric .......... 320 4,500 (100) Safeway Stores 240 || 
funds could not be invested $100,000—Total Total—$2,845 | $99,800—Total Total—$3,560 
@pt under the rigid condi- Yield on Investment—2.85% Yield on Investment—3.5% 
Coeff described above. The result (*) Avg. Yield—2%% 
i that even as far back as (**) Avg. Yield—2% 
1920’s, income from these — 
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PROFIT 


AND 


INCOME 


Timing 


The folly of impulsively buying 
or selling stocks, under emotional 
stress, has been repeatedly dem- 
onstrated in the past. It was em- 
phatically demonstrated again in 
recent market performance. The 
market “looked good” when the 
Dow industrial average spurted 
to a new all-time high on Friday, 
March 4, for a gain of 10.18 
points in one trading week. In 
the following six trading ses- 
sions, with nerves made jittery 
by unfriendly publicity emanat- 
ing from the Fulbright commit- 
tee’s “friendly” study of the mar- 
ket and by newspaper scare talk 
about possible early war in Asia, 
the average fell about 34 points 
from intra-day high to low. The 
market has rarely “looked worse” 
than it did on Monday, March 14, 
with the average off 9.72 points 
in the sharpest one-day fall since 
June 26, 1950, when it plunged 
down on outbreak of the Korean 
war. Those pressured into selling 
that day had quick reason to feel 
foolish. In the next two trading 
sessions the average rose about 
18 points on intra-day extremes. 
Few are smart enough or lucky 
enough to buy or sell even fairly 
near major tops or bottoms; and 
you have no more chance of 
guessing top or bottom of a fast 
intermediate price swing than of 
betting profitably on a horse race. 
Certainly as long as no rational 
case can be made out for a major 
market crash, concentration on 
sensible stock selection, involving 


careful weighing of the relative 
merits of individual issues, fig- 
ures to be far more worth while 
than trying to time price swings 
in “the averages”’. 


Value 


Stocks which have lagged be- 
hind the market (usually for 
good reasons) are not necessarily 
cheap, though some may have 
possibilities where company situ- 
ations have begun to change for 
the better or promise to do so. 
Stocks which have had wide ad- 
vances are not necessarily dear. 
Some may still be attractive. The 
decisive considerations are the 
company’s basic strength and 
vigor; and the relation of the 
price of the stock to present, and 
reasonably probable future earn- 
ings and dividends. Judged by 
these criteria, some stocks which 
have already had major advances 
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are nevertheless good values. 
examples are discussed herewi 
as follows. 


Halliburton 


This stock (full name a moutif’ 
filling Halliburton Oil Well . 
menting) has been recommend: 
here from time to time in reca 
years as a growth issue more df, 
tractively priced than the genet 
run of more widely kno 
growth stocks. At recent high 
6234, it was up about 670% frat 
1949 low and 170% from 1% 
low. Gross revenue last year wal 
over double that of 1949 a 
roughly 15 times that in the pat 
war year 1939. Earnings haf. 
had similarly impressive growg, 
At $4.94 a share last yeaf 
against $3.16 in 1953, they wal. 
about double those of 1949 ag. 
about 7 times larger than in 19% 
The company performs essent 











National Gypsum Co. 

Penick & Ford, Ltd. 

Bath Iron Works Corp. . 
General Precision Equipment 
Robertshaw-Fulton Controls .. 








American Bank Note .......... 
American Chicle Co. 


General Electric Co. oon... cccscsces. 


Columbia Gas System 
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ae Year Dec. 31 


Increases Shown In Recent Earnings Reports 


1954 

.. Year Dec. 31 $4.56 
. Year Dec. 31 4.74 2.4 gNati 
. Year Dec. 31 5.51 - 
Year Dec. 31 6.49 saps 
West 

Year Dec. 31 2.50 1,90 

Year Dec. 31 1.45 A) ater 
Year Dec. 31 4.46 PT) lbh 
2.46 agente 
Year Dec. 31 1.09 oo 


' 
. Year Dec. 31 5.54 ae | 
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fices in the growing oil indus- 
y, It is well managed and well 
nsored, large stock holders in- 
jing Texas Company, Gulf Oil 
1 Sun Oil. Finances are strong. 
hofit should readily reach $5.50 
so a share this year or not 
ry far from three times the $2 
yidend rate. The latter could 
ve up to $2.50. Long-pull po- 
iials remain satisfactory. 
round 54, the stock is available 
wut 8 points under its high, is 
ling around 10 times likely 
55 earnings (a low ratio for a 
pwth stock), and yields about 
"% on the present dividend, 
% on a possible $2.50 dividend. 
re, we would not count on fast 
ion. The stock is suitable for 
interested in a realistic 
ue on current and longer-term 
spective. 










































ly Oil 


This is not one of the biggest 
ies. IW] companies, with gross over 
nerewig0 million a year, but it is 
nng the best situated. Strong 
ints include a good position 
ith respect to oil and gas re- 
rves, a crude oil output in ex- 










Vell ¢ ss of refinery volume, and a 
smell latively large stake in liquefied 
mn we roleum gas. The demand curve 
moni the latter has for some time 
e genes” Tising at a considerably fast- 

a rate than that for oil products. 
t high he company’s growth over the 
Oc% fra decade has exceeded that of 


om 1% oil industry. Earnings were 
weal 13 a share last year, and prom- 
‘9 49 to better that by a good mar- 
. the pie this year. At 51, against re- 
on mt high of 56, the stock is 
gs iced at about 10 times last 
ers earnings. In the last six 
ars, annual dividend payments 
1949 weve doubled. They are still 

thly conservative at a $1.80 
le, and thus probably subject to 
tther increases over a period of 


n in 19 
essent 

















1953 


$2.1 
24 National Malleable Steel Cast. 


- littsburgh Coke & Chemical ..... 
i" West Virginia Coal & Coke | 
e Interlake Iron 


3.598 
OD POUT asc scssinen nc 


ian Norman Co. 





Decreases Shown In Recent Earnings Reports 


5) General Tire & Rubber ...0..0.....0..0.0..cccccccccues. 
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time. The current yield is only 
3.5%, but this is not a stock to 
buy for yield. Based on earning 
power and eventual dividend po- 
tentials, it is a sound selection for 
longer-term capital gain. 


Stability 


If you want yield and stability 
—the latter so marked that there 
is scant promise of capital gain— 
consider the snuff stocks. Al- 
though people using snuff are rel- 
atively few, compared to tobacco 
smokers, enough use it to give 
U.S. Tobacco sales around $29 
million a year, American Snuff 
around $18 million, Helme over 
$10 million. The latter two had 
moderate gains in 1954 volume 
and earnings. U.S. Tobacco, 
which is also in the more com- 
petitive cigarette business, had 
shrinkages in both. Dividends of 
all three have been continuous 
and liberal for periods ranging 
from roughly 40 to 50 years. 
American earned $3.52 a share in 
1954, partly due to lower taxes, 
against 1953’s $3.15. The divi- 
dend is $2.40. The stock is at 
4334, in a 1954-1955 range of 
443/,-36, yielding about 5.5%. 
Helme netted $1.73 a share last 
year, up from $1.61 in 1953 and 
is paying a $1.60 dividend. With 
finances more than adequate, it 
has paid out virtually all earn- 
ings for some years. In fact, di- 
vidends in quite a few years have 
exceeded earnings. The stock is 
at 2334 in a 1954-1955 range of 
243-2134, which is pretty close 
to minimum fluctuation for a 
common stock. The yield is over 
6.6%. 


Meat Packers 


This looks like a much better 
than average year for the meat 
packing industry, notorious for 

















4.36 
chawk Carpet Mills ..... 


1954 1953 
Year Dec. 31 $ .69 $4.74 
Year Nov. 30 3.18 4.91 
Year Dec. 31 71 2.63 
Year Dec. 31 13 1.11 
oene Year Dec. 31 1.61 2.96 
ere: Year Dec. 31 45 6.73 
= . Year Dec. 31 3.58 5.07 
6 mos. Dec. 31 -50 2.94 
Year Dec. 31 87 2.41 
Year Dec. 31 1.53 2.64 
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sharp fluctuation of earnings. 
Consumer income is at a record 
level. Supplies of hogs and beef 
cattle are large, and at prices fa- 
vorable to margins of the pack- 
ers. Earnings probably will be 
far above last year’s. But this 
prospect has already been dis- 
counted to at least a substantial 
extent in prices of the stocks, and 
the moot question is the maxi- 
mum valuation likely to be put on 
good one-year earnings of such 
and up-and-down industry. It de- 
pends on market _ sentiment, 
which is an intangible impossible 
to forecast for any great distance 
ahead. Swift is the best of the 
stocks, carrying dividends every 
year since 1888, with the excep- 
tion of 1933. For the fiscal year 
ending October 31, net should be 
sharply above the prior year’s 
$3.22 a share and may be around 
or a bit above the $5.72 reported 
for the 1953 fiscal year. In the 
latter year, on a $2.40 dividend 
basis, the stock did not get above 
4414. It is now at 47% on an in- 
dicated $2.50 basis, which might 
be boosted by an extra to $3, 
same as in the 1954 fiscal year. 
The stock’s 1954-1955 high to 
date was 5114. Armour had a loss 
in the 1954 fiscal year, against 
net of $1.81 a share in the prior 
year. It might net anywhere from 
$2.50 to $3.50 in the present year. 
On peak post-war profit of $3.94 
a share in the 1950 year, the 
stock did not get above 1154. Un- 
der more speculative market con- 
ditions in early 1946 it reached 
1814, with that year’s net $3.71 a 
share. No dividend has been paid 
since 1948. The stock, highly 
speculative, is at 1414 in a 1954- 
1955 range of 163-85. It might 
go higher, but we have to advise 
you to let others do the speculat- 
ing in it. 


Profit-taking 


Some of the stocks which have 
had very large advances in the 
past year and a half have gotten 
to the point where holders are 
tempted to mark down costs by 
partial acceptance of profits. 
Some of these people have adopt- 
ed a policy of waiting to see if 
these funds should be reinvested. 
At these levels, profit taking, at 
least on a moderate scale, would 
seem warranted. Long-term posi- 
tions, of course, should not be dis- 
turbed but this would apply more 
to the high-grade investments. 

(Please turn to page 58) 
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The Business Analyst 


WHAT'S AHEAD FOR BUSINESS? 


By E. K. A. 


Recently, for the first time in many months, the action of 
commodity prices or more properly of the sensitive com- 
odity prices has aroused apprehension over the maintenance 
of stability in the general commodity price structure. Since 
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late in 1952, the Bureau of 
Labor Statistics index of 
wholesale commodity 
prices, usually adjudged to 
be the best measure of 
the price level, has regis- 
tered very liitle change, 
fluctuating closely from 
month to month around 
110 percent of its 1947-49 
base. 

Such long-maintained 
overall stability in the com- 
modity price structure is 
not altogether unprece- 
dented, although it is 
highly unusual. The stability 
in the price structure, if it 
really can be called that, 
has been largely the result 
of the balancing out of 
opposing forces rather 
than any amount of exten- 
sive leveling out. Farm 
products, foods, and ap- 
parel have declined rather 
steadily. Meanwhile, metals 
and metal products, ma- 
chinery, lumber and other 
building materials, and 
rubber products have ad- 
vanced, 

Apparently, inflation is 
no longer a factor insofar 
as the general price level 
is concerned, although 
what economists call 
“wage inflation" still is 
tending to push up prices 
of numerous manufactured 
products _which.. carry.. a 
large weight in the BLS in- 
dex. However, those close 
to the sensitive commodity 
or raw material markets are 
beginning to wonder 
whether deflationary 
forces may not be gather- 
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ing sufficient 
strength to end 
before overall 
price stability of 
the past 30 months 
and extend the 
slow downward 
price trend that 
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prevailed during _— 
much of 1951 and 7 
"e vhere ri 


For, in the sensi- 
tive commodity fu- 
tures markets, the 
average level of 
prices declined a 
little more than 10 


eviou! 
sen ha 
of actu 
ice cc 
the + 


percent from late n Sf 
January until i be 
early March. This - 
was one of the - 
sharpest declines is fiel 
in futures on record and was particualrly interesting sind the | 
most futures gave way to varying degrees. During thing | 
same period, prices of metals were very firm and firmnetfitst th. 
also was in evidence in some other commodity areas. hat thi 

However, close students of commodity price movemenifiteir by 
maintain that this firmness has been in areas that are unim# Seyoy 


portant from an "indicator" standpoint. For many yea 
broad movements in the average level of prices of co 
modities traded on futures markets always have preceded b 
a few months similar changes in the BLS wholesale pric 
index. Unless the rules have changed suddenly, it is contend 
ed, the general price level will begin to work lower befor 
long. A few go so far as to suggest the possibility of thifas th 
ascendancy of deflationary forces. W-year 
The BLS price index, now at 110 percent of its 19474nident 
base, is equivalent to 173 on the 1926 base in use before théfait of , 
war. Judged by any normal standards, the price level if the 
very high and, unquestionably, there is much artificiality iMfigic, + 
the price structure. # unen 
But, anything even remotely resembling a “collapse” iffy real 
the general price structure is out of the question unless bus plain 
ness activity both here and abroad goes into a tailspin, an@ip fac 
there is no hint anywhere of such a development. Prices, i ardly 4 
should be remembered, are largely "made" in world marketite pric 
Nevertheless, there are indications of growing heavine 
in important commodity areas that should not be disregard 
ed. Despite high level production costs, the extension pane 
downward pressures into other areas is a possibility thaliye o¢ 
business men and investors should take into consideration Bij, 
business men and investors should take into consideratiogy .) 
at this particular juncture. : 
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ONEY & CREDIT—Seasoned bond issues moved up a 
it in the first three weeks of March, although gains in most 
uses were of modest proportions. Long-term Treasuries 
ave the best performance with the 40-year 3s adding 5/16 
turing the period and the 3%%s of 1983-1978 tacking on 7 

Myint. Highest grade corporates moved ahead lazily and 
ields in this sector were a few basis points under levels pre- 
iling at the beginning of the month. Among tax-exempts, 

he market appeared to be in a state of almost suspended 
imation with little discernible price variation for most 
isues. An observer concentrating his attention on the action 
seasoned high quality issues would thus have garnered an 
impression of quiet strength from this sector of activity. Be- 
#e coming to any final conclusion on the subject, however, 


/ 
'Bi would be well to cast a glance at the new-issue market, 
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vere recent developments might well shake the conclusions 
viously reached. In this sector, underwriters have not 
een having an easy time despite a relatively light calendar 
wf actual sales. They have found their offerings lagging and 
ice concessions necessary in order to clean up a position. 
the tax-exempt field, especially, signs of indigestion have 
in an appearance. Over-hanging this market are more 
n $800 million of revenue issues whose offering dates 
e been postponed, but whose sponsors are eager to get 
se securities to market at the earliest opportunity. Vari- 
s reasons have been advanced for the pile-up of issues in 
tis field, with legal and political road blocks getting some 
#the blame. In many cases, however, underwriters are un- 
viling to risk commitments at prevailing prices, realizing 
tat there is no longer a plethora of available funds and 
hat this has caused investors to become rather choosy in 
heir buying. 
Several factors are responsible for the smaller supply of 
money available for long-term investment in securities. 
king first place is the record absorption of funds by bor- 
nwers on home mortgages with this source currently the re- 
wsitory of more savings than the combined net borrowing 
# corporations and state and local governments. Another 
iement in the diminution of uncommitted long-term funds 
ts the Treasury's February offering of $1.9 billion of 
N-year bonds. Also of importance is the Federal Reserve's 
Wident determination to prevent excessive lending, in pur- 
Git of which end it is effectively limiting the excess reserves 
Gt the member banks. Some investors argue, with evident 
igic, that easing commodity prices and a still sizeable force 
unemployed will deter the Federal Reserve from adopt- 
9 really stringent credit policies, and this conviction may 
uplain the steadiness of seasoned issues. Still, the undenia- 
ie fact exists of a rather taut money market at present, 
WWardly the background for any pronounced near-term rise in 
@ price of fixed-income securities. 
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ADE—Retail trade has been perking up a bit in the first 
if of March and Dun & Bradstreet estimates that dollar 
tume in the week ending Wednesday, March 16, was some 


anol, ahead of a year ago. Apparel was in good demand in 
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the latest week, household goods had a seasonal spurt and 
auto sales appeared to be rising above previous high levels. 
The Commerce Department's advance report on retail 
trade, notes that sales in February, on a seasonally adjusted 
basis, matched the January results and were 6°/, ahead of 
February, 1954. Decline in sales of some types of goods in 
February were offset by an increase in demand for autos. 


oa 
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INDUSTRY—The Federal Reserve Board reports that its 
index of industrial output rose two points in February, to 
133% of the 1947-1949 average, from 131 the previous 
month and 125 a year ago. Further improvement is visible 
thus far in March with the tonnage rate of steel output close 
to the record of early 1953, auto assemblies still mounting 
- truck production recovering smartly from its February 
ip. 

Gains in February output were most marked for durables 
and minerals. The former is still substantially below its 1953 
peak, however, while mineral production has surpassed that 
year's high. Output of nondurables has been steady at levels 

(Please turn to following page) 
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PRESENT POSITION AND OUTLOOK 


































































































MILITARY EXPENDITURES $b—(e) | Jan. 3.1 3.5 3.5 1.6 

Cumulative from mid-1940.............. | Jan. 577.0 573.9 533.5 13.8 
= GROSS DEBT—S$b Mar. 16 277.6 278.1 274.2 55.2 
| MONEY SUPPLY—S$b 

Demand Deposits—94 Centers........ Mar.9 56.8 56.3 54.8 26.1 

Currency in Circulation..................-. Mar. 16 29.8 29.2 29.8 10.7 
BANK DEBITS—(rb)** 

New York City—$b....0.000.0. ee Dec 62.6 63.2 55.4 16.1 
344 Other Centers—$b.................... Dec 103.2 99.1 94.7 29.0 
PERSONAL INCOME—$b (cd2) | Jan. 290.7 291.4 284.9 102 

Salaries and Wages..........-..-...:::0000+ Jan. 199 198 195 99 

Proprietors’ Income’.............:.-00 Jan. 49 49 50 23 

Interest and Dividends...................... Jan 25 26 24 10 

Transfer Payments..............::::::s:sseee Jan 17 17 15 10 
(INCOME FROM AGRICULTURE) | Jan. 15 15 17 3 
POPULATION—m (e) (cb) Feb. 164.2 163.9 161.3 133.8 

Non-Institutional, Age 14 & Over... | Feb. 116.9 116.9 115.8 101.8 
Civilian Labor Force..............000-+ Feb. 63.3 63.5 63.7 55.6 
MINI cabs vsiscknsssscatcerecanesans Feb. 3.2 3.2 3.4 1.6 

III cto: hiss cocsusxsseaneacerses Feb. 3.4 3.3 3.7 3.8 
ES rer Feb. 59.9 60.2 60.1 51.8 

Si NNO 55 sssccesiiacicasysns Feb. 5.1 5.3 §.7 8.0 
PIII soca ccceesvcscstnnnaccaveas Feb. 54.9 54.9 54.4 43.2 

Weekly Houts.............-..s..cscsssees Feb. 40.9 40.8 41.0 42.0 

| EMPLOYEES, Non-Farm—m (1b) | Feb. 478 478 479 375 

RE I ee aR vee vee Feb. 6.9 6.8 6.6 4.8 

DN ea ei cislensennemmncaeel Feb. 10.4 10.5 10.3 7.9 

NN eT: Feb. 12.7 12.6 12.9 11.7 
Weekly ERR eerste eee Feb. 40.5 40.2 39.6 40.4 
Hourly Wages (cents).................. Feb. 1.85 1.84 1.80 77.3 
Weekly Wage ($).............:s0e0 Feb. 74.93 73.97 71.28 = 21.33 

110.5 66.9 

CES—Wholesale (Ib2) Mar. 15 110.0 = 110.4 
— areca kc cneaesanassiansenssanees Dec. 207.4 207.6 209.1 116.2 
9 
LIVING (Ib2) Jan. 114.3 114.3 115.2 65. 
gw —— Jan. 110.6 110.4 113.1 64.9 

ee Jan. 103.3 10431049595 

ay wh as Jan. 129.5 129.4 127.8 89.7 
RETAIL TRADE—$b** 

Retail Store Sales (cd) ...............000 Jan. 14.9 15.1 13.6 4.7 
Ret NE, ona sco c sss sersesenceseee Jan. 5.1 5.3 4.4 1.1 
Non-Durable Goods.............0.... | Jan 9.7 9.8 9.2 3.6 

Dep't Store Sales (mrb).............00.:+: Jan. 0.89 0.89 0.81 0.34 

Consumer Credit, End Mo. (rb)...... Jan. 29.7 30.1 28.7 9.0 
MANUFACTURERS' 

New Orders—$b (cd) Total**........ Jan. 25.1 25.3 20.7 14.6 
Disable Gad. ...:..:.scssccscssssccasevens Jan. 12.5 12.3 8.5 7.1 
Non-Durable Goods...............0000 Jan 12.7 13.1 12.3 75 

Shipments—$b (cd)—Totals**........ Jan 24.8 24.8 23.9 8.3 
Durable Goods. ............cesessssseeseess Jan 12.3 12.0 11.6 4.1 
Non-Durable Goods................00000 Jan 12.6 12.8 12.3 42 

BUSINESS INV'TORIES, End Mo.** 

Testel-—Qb: Fedd))......rcsssscccssvcoressesecteonsee | MIM. 77.3 77.3 80.7 28.6 
IN occ: vassissicescmnacansiva Jan 43.6 43.7 46.4 16.4 
PII 2 sb oucccntssearseanaionstanevi Jan. 11.5 11.5 11.8 4.1 
I aici oaracindinncacbcacceonsiaereaniniet Jan. 22.2 22.1 22.5 8.1 

Dept. Store Stocks (mrb).................. Jan. 2.4 25 2.4 1.1 
BUSINESS ACTIVITY—1—pc Mar. 12 206.3 205.3 184.9 141.8 

(IM. We S.J dnp nee eeecccceceeeeeees Mar. 
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(Continued from page 39) 
slightly under the high of two years ago, 
* * * 
COMMODITIES—Spot prices of lead. 
ing commodities were somewhat steadier 
in the two weeks ending March 18 and 
the Bureau of Labor Statistics’ daily inde 
of 22 important commodities lost only 

0.6% during the period to close 
89.5% of the 1947-1949 average. Moz 
components of the index were slig 
lower but metals continued to buck the 
trend, gaining 0.2%. 
*  * 














* 
Businessmen are planning to increas 


their outlays for NEW PLANT AND 
EQUIPMENT in the second quarter of 
1954, according to the Government's re. 
cent survey on the subject. After |g 
months of consecutive decline which saw 
expenditures for this purpose drop from 
a peak of $28.92 billion, at seasonally ad. 
justed annual rates, in the third quarter of 
1953, to an estimated $26.04 billion in 
the first quarter of 1955, outlays in this 
year's second quarter are expected to 
rise to $27.43 billion. Mainly responsible 
for the upturn will be increased spending 
for commercial enterprises, with new 
shopping centers and extensive store 
modernization programs accounting fe 
most of the improvement. Manufacturers 
are planning to spend less than last year 
for expansion, but the decline in this sec- 
tor will not be as great as had previo 
been expected. Manufacturers of steel, 
nonferrous metals and machinery, which 
had reduced their outlays last year, are 
now planning increases. Producers off™—— 
petroleum and rubber are also projecting No. of 
increased expenditures. On the otherllisues 

hand, auto makers will reduce capital er 
penditures appreciably in comparison 
with last year's large outlays. 

ee 


NEW CONSTRUCTION activity de 
clined seasonally in February, 1954. After 
allowance for seasonal factors, total et 
penditures were at a $40.5 billion annual 
rate, which compares with last year's out 
lays of $37.2 billion. Private residential 
building in February was valued at $1,034 
million, a 36% gain over a year ago. In 
dustrial construction was 5°%/, ahead o 
February, 1954 and commercial building 
was up 25%. Railroad construction was 
one of the few laggards, falling 20% 
under a year earlier. In public construc 
tion, industrial building, at $77 million in 
February, was 44% under a year ago @& 
the result of decrease in installations for 
the Atomic Energy Commission whilé 
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and Trends 


Latest Previous 
Wk. or Wk. or 
Month Month 


Pre- 
Pearl 
Harbo 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 





DUSTRIAL PROD. Ia np (rb) 
Mining 

Durable Goods Mfr 
Non-Durable Goods Mf 


RLOADINGS—t—Total 
Misc. Freight 
RN Me Wt cacs css yntconstscasanunbinconisenst 


Grain ..... 
LEC. POWER Output (Kw.H.) m 
OFT COAL, Prod. (st) m 


Cumulative from Jan. | 


Stocks, End Mo 


PETROLEUM—(bbis.)m 
Crude Output, Daily 
Gasoline Stocks 
Fuel Oil Stocks 
Heating Oil Stocks 


LUMBER, Prod.—(bd. ft.) m 
Stocks, End Mo. (bd. ft.) b 
EL INGOT PROD. (st) m 


Cumulative from Jan. |! 


ENGINEERING CONSTRUCTION 
AWARDS—S$m (en) 


Cumulative from Jan. | 























133 131 
121 118 
147 145 
121 120 


125 93 
113 87 
139 88 
114 89 





667 659 610 
365 363 332 
65 65 65 
44 43 44 





9,727 





77 
77.5 
69.2 





6.8 4.1 
182 86 
45 44 46 94 
64 66 65 55 





263 255 248 


9.1 9.1 9.1 7.9 





8.8 8.3 8.0 
8.8 88.3 88.0 


7.0 
74.7 





375 
3,486 


358 
3,112 


215 94 
2,183 5,692 





MISCELLANEOUS 
Paperboard, New Orders (st) T..... : 
Cigarettes, Domestic Sales—b 





Dec. 
Dec. 
Dec. 


270 267 243 165 
26 30 29 17 
409 573 437 543 
14 17 14 28 





roadbuilding fell 12% because of espe- 
cially inclement weather. 
* * * 


Only 877 business firms FAILED in 
February of this year, the lowest level 
since last October and 5°/, under Febru- 
ary, 1954. However, liabilities of failing 
firms rose 11°, above the January figure, 
amounting to $42.1 million in February. 
The increase in liabilities was concen- 
trated in firms with debits of more than 
$100,000 while smaller concerns had few- 
er failures, according to data from Dun & 
Bradstreet. Compared with a year ago, 
liabilities were down 12°/,, with decreases 
ranging from 1°, in the $5,000-$25,000 
class, to 11% in the $25,000-$100,000 
category. 

* * & 


Net earnings of SMALL BUSI- 
NESSES, which dipped sharply from 1950 
to early 1954, have recently been show- 
ing some recovery, according to data 
from the Small Business Administration. 
Using 1947-1949 as the base period for 
an index of net earnings of manufacturing 
corporations with assets under $1 million, 
the Government agency notes that this 
index, which was up to 118 in 1950 had 
fallen to 46 in early 1954. Currently, the 


index has recovered to above 60. 





b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
axes. cdlb—Commerce Dept. (1935-7—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. !—Seasonally 
idjusted index (1935-9—100). la—Seasonally adj. index (,1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau 
(1935-9—100). It—Long tons. m—Milions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve 
board Data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board, rb3—Federal Reserve Bank 
of N. Y.—1941 data is for 274 centers. st—short tons. t—Thousands. *—1941; November, or week ended December 6. **Seasonally adjusted. 
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No. of 
ksues (1925 Ci—100) 
300 COMBINED AVERAGE .... 


High 
306.9 


‘54-55 Range 


Low 


192.8 


1955 
Mar. I1 
291.2 


1955 
Mar. 18 
294.5 


(Nov. 14, 1936 Cl.—100) 
100 HIGH PRICED STOCKS 
100 LOW PRICED STOCKS... 


1955 
Mar. 18 
189.4 
362.4 


1955 
Mar. II 
187.1 
358.5 


High 
195.2 
381.6 





4 Agricultural Implements 

3 Air Cond. (‘53 Cl_—100).... 
10 Aircraft (‘27 Cl.—100) 

7 Airlines (‘27 Cl.—100) 

4 Aluminum (‘53 Cl.—100).... 
7 Amusements 

9 Automobile Accessories 

6 Automobites .. 

4 Baking (‘26 Cl. 100) 

3 Business Machines 

6 Chemicals 

SPAGOM DURING), ..:.-nssecsececsssssesecs 
4 Communications 

9 Construction 

7 Containers 

7 Coppper Mining 

2 Dairy Products 

6 Department Stores 

5 Drugs-Eth. (‘53 Cl. 100) 

6 Elec. Eqp. (‘53 Cl—100).... 
2 Finance Companies 

6 Food Brands 

3 Food Stores 


189.7 
99.0 
404.4 
512.3 
99.0 
87.6 
241.3 
38.4 
23.0 
362.3 
369.3 
9.4 
61.0 
64.0 
495.4 
140.6 
102.0 
56.8 
97.0 
99.0 
394.8 
194.6 
130.2 


286.5 
107.9 
992.2 
1065.2 
226.6 
147.0 
324.2 
44.3 
29.2 
804.3 
461.7 
16.3 
104.9 
Hh 
682.3 
245.4 
118.8 
80.8 
136.4 
163.8 
589.6 
269.2 
137.7 


289.2 
107.9 
1010.8 
1086.1 
236.4 
148.6 
327.3 
44.8 
28.9 
844.2 
461.7 
17.3 
106.0 
113.0 
682.3 
257.0 
120.0 
80.8 
140.4 
163.8 
589.6 
271.9 
139.1 


Machinery 
Mail Order 


aAOUaWOWDA 


Paper 
Petroleum . 


ny NO 
onn 


Railroads 
Soft Drinks 
Steel & Iron 
Sugar 
Sulphur 


-—w 


Textiles 


Tobacco 





Gold Mining 
Investment Trusts .............. 
Liquor (‘27 Cl.—100).......... 


Meat Packing 
Metal Fabr. ("53 Cl.—100).. 
Metals, Miscellaneous ........ 


Public Utilities ...................... 
Railroad Equipment 


Television (‘27 Cl.—100).... 
Tires & Rubber 


Variety Stores 
Unclassif'd ('49 Cl.—100).... 


827.4 
157.1 
1080.1 
369.6 
174.0 
126.0 
178.8 
390.7 
823.7 
632.1 
249.1 
84.6 
72.6 
487.5 
246.3 
60.7 
888.6 
45.6 
161.9 
150.8 
87.1 
317.7 
153.7 


720.4 
146.7 
972.1 
350.1 
167.5 
118.8 
165.6 
365.4 
799.4 
602.0 
241.9 

81.6 

68.6 
464.5 
230.5 

56.6 
829.9 

41.5 
148.4 
142.1 

81.9 
302.5 
146.3 


706.2 
149.7 
972.1 
353.4 
169.1 
120.0 
168.9 
372.7 
807.5 
608.0 
241.9 

80.1 

69.3 
478.3 
237.3 

57.2 
838.3 

41.9 
152.9 
143.4 

82.8 
299.4 
146.3 
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Trend of Commodities 










Commodity futures, in the main, were resistant to decline 
in the two weeks ending March 21 and there were brisk 
rallies in some cases, retracing part of the losses suffered in 
the decline of February and early March. The Dow-Jones 
Commodity Futures Index, however, lost another 0.97 points 
| in the period under review, with a drop of some 4 cents in 
the price of cocoa futures, mainly responsible for the decline 
in this index. May wheat added 31% cents in the two weeks 
ending March 21 to close at 21214. Weather is again be- 

coming an important price-setting influence with lack of 

rainfall getting increased attention. Agriculture Department 
officials continue to warn of the possibility of ‘dust bowls” 
and intimate that soil conditions may again become a seri- 
ous problem. The Department of Agriculture has estimated 
that 57.5 million acres have been planted to wheat this 
year. This is 4.5 million acres under last year's plantings but 





2.5 million acres above the Government's acreage all 
ments under its control program. However, a good deal, 
acreage will not be harvested because of drought. The fig 
to raise Government price support levels is getting hotty 
but Agriculture Secretary Benson still stands actively op 
posed to any such increase. May corn was up 31% cents jy 
the fortnight ending March 21 to close at 14514. Farmenfi) 
are planning to plant 82 million acres of corn this year, sever! 
million acres above the Government's allotment goal. Soy 
bean futures countered the trend of most farm products p 
the two weeks ending March 21 and the May future lost] 
cents to close at 252. Total supply of soybeans on Februay 
| was some 40°, above a year ago. Farmers intend to in. 
crease soybean acreage by 6.5%, this year, despite th 
Government's move to discourage planting by reducing 
price supports. 
















































































































































































































































| WHOLESALE COMMODITY PRICES 
130 ALL COMMODITIES 180 = 
1947-49 — 100 
120 ' 
NON.FARM PRODUCTS 
@) 
Ted 123 
2 
100 
10 
90 
80 si FARM PRODUCTS 4 . 
ant, . 
at os 
” Nee - obtrus 
60 | 90 4 teat P 
1948 1949 1950 1951 1952 1953 1954 1955 STHAMSSABOROSFHAMVA@ OND TTO64 









U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3 Mos. ! Yr. Dec. 6 


Mar.18 Ago Ago Ago 1941 
22 Commodity Index . 88.5 89.0 89.4 90.4 53.0 
9 Foodstuffs . sakaelecssace ..--. 86.0 866 90.2 100.6 46.1 
3 Raw Industrial .......... awe. 90.1 90.6 88.7 83.8 58.3 








RAW MATERIALS SPOT INDEX 
SEPT OCT. NOV. DEC. JAN. FEB. MAR. 


160 


150 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1954-55 1953 1952 1951 1945 1941 1938 1937 
High . 154.4 162.2 181.2 215.4 I11.7 88.9 57.7 86.6 
WT asacesennes 147.8 147.9 160.0 1764 98.6 58.2 47.3 54.6 
42 
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Date 2 Wks. 3 Mos. | Yr. Dec.t Cc 
Mar. 18 Ago Ago Ago 194! 01 
5 Metals 05.0 104.6 98.8 87.8 S4prathe 
| SERGI he eerernr ieee 85.5 85.6 849 86.8 53 Bancin 
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Sperry Corp.-Remington Rand. A merger between 
e two companies has been announced; ratification 
uwaits the stockholders meeting called for the pur- 
hose. Stock in a new company will be exchanged on 
e basis of 314 new shares for each share of Sperry 
wd 2 shares for each share of Remington Rand. 

e differential has already been established in the 
stock market, Sperry selling approximately 10 points 
wbove Remington Rand. The merger will bring 
gether two outstanding organizations in the boom- 
ing electronic industry, Sperry in instrumentation 
amd Remington Rand in electronic computers. 


U.S. Pipe & Foundry. This stock has rather un- 
btrusively climbed from the middle 30’s to its re- 
ent price of about 80( the high was made at 8614). 
1954 earnings were a record $9.74 per share after 
81.37 in 1953. Dividends were $4 in 1954 and $3 
in 1958. The stock seems headed for a split-up. 
Only 920,000 shares are outstanding. 


Combustion Engineering, Inc. has joined that 
rather still select group of companies that are fin- 
ancing through their own resources the construction 
of new facilities for the manufacture of nuclear 
power equipment. The company is building reactor 
compounds and boilers for the new atomic-powered 
submarine, Sea Wolf. Combustion Engineering is 
also about to build the reactor ves- 
sel for the Duquesne Light Co. nu- 


—A Record of Important 
Company Developments 
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stock splits merger! 
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ings were $2.95 a share. The situation is likely to be 
much improved this year and, as a matter of fact, 
earnings reported so far this year, indicate a revers- 
al of the poor 1954 trend. Factors contributing to 
the improvement are: reduced expenditures for cap- 
ital improvements with the major part of an 8-year 
program behind the company; better operating 
methods and control of costs. Over $3 a share is 
expected in earnings this year. 

Consolidated Textile Co. has again failed to take 
action on its stock. Last dividend paid was in Janu- 
ary 1954. Earnings have been poor; in the Nov. 27, 
1954 quarter, there was a deficit of $117,000. The 
company has been enlarging its holdings of Bates 
Mfg. Co. and now owns approximately 785,000 
shares of the latter, or 44% of the outstanding 
stock. It is understood that it will shortly own 
about 55% of the stock. Bates has been one of the 
more successful textile manufacturers and even in 
the generally unsatisfactory 1954 year, managed to 
earn a small surplus for the common when other 
companies found the going tough. 


Long Island Lighting Co. The company has re- 
quested permission from the New York State Public 
Service Commission to issue and sell 50,000 shares 
new series 4.35% preferred stock. The issue will be 
placed with institutional (Please turn to page 58) 

















tear power plant near Pittsburgh, [ sadl 
frst nuclear power plant of com- Important Dividend Changes 
mercial size to be built in the = 4 ae oe ee 
country. ; Under Atomic Energy INCREASED DIVIDENDS STOCK DIVIDENDS (including Stock-Splits) 
Commission authorization, the — oe emg —— ei 
: ; . ew Rate Perio ate 
company will study various — International Tel. & Tel. $ .30 | Western Auto Supply 100%, 
cesses and technical equipment for U. S. Plywood 45 Qu. | Briggs Mfg. Co. 200 
the commercial utilization of atom- Cinn. Gas & Elec. .30 | Amerada Petroleum 2 for 1 
Ie energy. Among them will be: Pressed Metals of Amer. -25 | — : 
large reactors for central power ie EXTRA DIVIDENDS ; 
installations; small reactors for INITIAL DIVIDENDS | Coty International $ .10 
special application; and fuel fab- seems ' : 
rication. ; Rate _— Period _ 
Corning Glass Works (new) $ .25 OMITTED DIVIDENDS 
i " Shamrock Oil & Gas (new) -50 Qu. - 
Pennsylvania R. R. Earnings for Firestone Tire & Rubber (new) —.50 
1954, at $1.41 a share, were sharp- American Marietta (new) .20 | Consolidated Textile 
ly lower than in 1953, when earn- 

















APRIL 2, 1955 





43 








The Personal Service Department of THE MAGAZINE OF WALL STREET 
well answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliablity of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


S. Special rates upon request for those requiring additional service. 





Armco Steel Corporation 


You have stated in your Magazine that 
the steel operating rate has increased in 
recent months and as I am particularly 
interested in Armco Steel Corp., will you 
please submit recent earnings data, oper- 
ating rate, dividends and prospects over 
coming months? 

B. J., Uvalde, Texas 


Armco Steel Corporation is an 
integrated producer with nine 
well located steel plants. More 
than half of its products consist 
of flat-rolled items, in which the 
profit margins are wider. Over 
the years the stock has achieved 
a good earnings record and is one 
of the better issues in the steel 
>. Operations recently have 

n better than average for the 
industry. 

Armco Steel Corporation’s 
earnings for 1954 reached the 
second highest mark in the com- 
pany’s history. Net income was 
$40,948,000, equivalent to $7.83 a 
common share based on 5,228,307 
shares outstanding. This com- 
pares with 1953 net income of 
$33,902,462 equal to $6.50 per 
common share based on 5,214,989 
shares outstanding. 

Armco’s total sales for 1954 
were $531,206,000 compared with 
$588,919,900 in 1953. 

Armco produced 4,448,772 net 
tons of ingot in 1954, only 5% 
below the peak output of 1953 
when 4,704,773 tons were turned 
out. 


“4 


The company’s income before 
taxes totaled $84,534,000, equal 
to $16.17 per share of common 
stock. Taxes amounted to $43,- 
586,000 or $8.34 per share. Earn- 
ings before taxes in 1953 were 
$85,615,000 and taxes totaled 
$51,712,541. Combined charges 
for depreciation and accelerated 
amortization totaled $32,317,000. 
In 1954 the company’s long-term 
debt had been reduced by $11,- 
186,000, leaving $64,095,000 at 
the year-end. 

Directors have authorized ex- 
penditures of approximately $60 
million for an extensive improve- 
ment program which will include 
an increase in steelmaking ca- 
pacity. 

The latest dividend declaration 
of 90¢ per share on the common 
stock was payed March 11, 1955. 
Armco has paid previously divi- 
dends at the rate of 75¢ per share 
per quarter, or $3.00 per year. 

The board has approved a split- 
up of the outstanding shares of 
common stock by distributing 1 
additional share for each share 
held subject to the shareholders’ 
approving an increase in the au- 
thorized number of shares at the 
annual meeting to be held April 
22, 1955. The dividend of 90¢ a 
share declared recently is the 
equivalent of 45¢ a share after 
the proposed split-up is affected. 

The outlook for steel produc- 


THE 





| 
| 
| 


tion in 1955 is good and the @& 
pany expects a continued stro 
demand for its fabricated pm 
ucts. In addition, improved bi 
ness conditions in most fore 
countries are resulting in ff 
strong demand for the produc 
and services of Armco Inte 
national Corp., the subsidiag} 
which conducts its foreign bug 
ness. 

Earnings for the first quart 
of 1955 are expected to show 
good increase over the co 
sponding period of last year. 


Libbey-Owens-Ford Glass 


I subscribe to your Magazine and 
it very informative. I would apprec 
receiving late information on Libb 
Owens-Ford glass with emphasis on o 
pany’s expansion program, also please 
clude financial position. 


T. T., Atlanta, Georg 


Libbey-Owens-Ford Glass is on 
of the two leading domestic pr 
ducers of safety, window ai 
plate glass. General Motors is 
leading customer. Automotiv 
glass accounts for about one-hal 
of total sales and company ha 
achieved a good record, alway 
maintaining strong finances. / 


though automobile sales decline@f 


in the early months of 1954, thi 
decline was more than made J 
by the greater emphasis on mo 
expensive glass, well maintaine( 
shipments to the building indus 
try and continued growth in thé 
Fiberglas division. 

Total sales of the company fo 
1954 were $212,340,460 whi 
was 23.5% above the preceding 
5-year average. 

Net earnings were $24,046,948 
which was equal to $4.64 a share 
and dividends of $2.85 a sharé 
were paid in 1954. 

Provisions for taxes amounted 
to $29,100,000, or $5.61 a share 

The balance sheet at the close 
of 1954 indicated Libbey-Owens 
Ford had assets totaling $132; 
497,414, including its manufac 


(Please turn to page 48) 
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OLIN MATHIESON CHEMICAL CORPORATION 


SUMMARY OF CONSOLIDATED RESULTS 


Includes only Domestic and Canadian operations 





NET SALES 
PRE-TAX PROFIT 
Per common share 
FEDERAL AND FOREIGN INCOME TAXES 
Per common share 
NET PROFIT 
Per common share 
PREFERRED DIVIDENDS 
COMMON DIVIDENDS 
TOTAL DIVIDENDS 
COMMON SHARES OUTSTANDING AT YEAR-END... 
Number of common stockholders.............. 
WORKING CAPITAL AT YEAR-END.............. 
Ratio of current assets to current liabilities... ... 
PLANT AND EQUIPMENT AT DECEMBER 31 


TOTAL ASSETS AT DECEMBER 31................ 


©? EMPLOYEES, INCLUDING OVERSEAS, 
AT DECEMBER 31 


Pro-Forma 








1954 
$470, 108,000 
60,554,000 
5.41 
26,262,000 
2.39 
34,292,000 
3.02 
1,010,000 
19,018,000 
20,028,000 
11,006,365 
36,000 
174,794,000 
4.2 
345,433,000 


619,867,000 


35,600 





1953 
$464,605,000 
67,659,000 
6.35 
37,566,000 
3.58 
30,093,000 
2.77 
988,000 
15,992,000 
16,980,000 
10,495,599 
33,000 
146,121,000 
3.4 
325,709,000 


562,890,000 


36,800 





For a copy of the complete annual report 
for 1954, address the Office of the Assistant 
Secretary, Olin Mathieson Chemical Corpo- 
ration, 6 Light Street, Baltimore 3, Maryland. 


OLIN MATHIESON CHEMICAL CORPORATION 


New York, N. Y. Baltimore, Md. East Alton, lil. 
THE PRICELESS INGREDIENT OF EVERY PRODUCT IS THE HONOR AND INTEGRITY OF ITS MAKER 


Mathieson industrial and agricultural chemicals ¢ Squibb pharmaceuticals ¢ Super Pyro and U. S. |. 
Permanent anti-freezes ¢ Lentheric cosmetics © Olin cellophane and polyethylene packaging films, 
industrial explosives, electrical products ¢ Ecusta fine specialty papers e Western Brass non-ferrous alloys 
and fabricated metal parts e Winchester sporting firearms e Western and Winchester sporting ammunition 
Frost Golden Pine and hardwood lumber « Ramset powder-actuated fastening tools « Powell insecticides 














TWA's great new 
PER-Cagw CONSTELLATIONS 


LARGEST. MOST LUXURIOUS AIRLINERS IN THE SKIES TODAY / 


led by Lockheed especially for TWAI 


ered by Curtiss-Wrights newest Turbo-compound engines! 


rior by Henry Dreyfuss. world-farnous designer! 


board and enjoy the most delightful non-stop service between 
cities coast to coast. For TWA’s great, new Super-G Constella- 
a perfect combination of outstanding speed and supreme luxury 
ombination never before dreamed possible aloft! 
ry feature of this new giant of the skyways is a tribute to pains- 
planning and engineering — such scientific advances as a nose 
ped for radar that “sees” weather a hundred miles ahead — such 
ies as the glare-free picture windows that give you a better view 
e world below. You can sit back and relax in one of the four Finest feed ta Gightl Enjoy superb Gall-course mesh 
pus cabins (yes, four!) ... or sleep away the miles in your own right at your seat. Order your favorite drink from TWA’s 
s : . . ; full selection of beverages. Select a perfect snack from 
gth berth. Special soundproofing quiets the four mighty engines TWA’s bountiful variety of canapés, rare cheeses and 
f eassuring hum. fresh fruits. All complimentary, naturally! 
bores of other features will delight you, too... the richly decorated 
ge where you can enjoy pleasant conversation with fellow pas- 
ers, three beautifully appointed lavatories, adjustable reading 
8, handy baggage racks, wood-paneled interiors, much more. And 
A’s traditionally superb service matches the luxurious setting every 
lent you're aboard. 
lan to be one of the first to fly TWA’s great, new, luxurious Super-G 
stellations. For information and reservations. see your TWA travel 
t or call your nearest Trans World Airlines ticket office. 


the finest... rvAWA re shina 
p away the miles in a wide, full-length sleeper berth 


TRANS WORLD AIRLINES that is even roomier than rail berths! In the morning, 


U.S.A. + EUROPE + AFRICA + ASIA awaken to a piping-hot breakfast served right in bed by 
your TWA hostess. It’s the only air sleeper service be- 


tween New York and California. 
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$110,721,224 but now carried at 
book value of $42,673,414 after 
depreciation. Total provision for 
depreciation, depletion, amortiza- 
tion and obsolescence in 1954 was 
$10,073,206 of which $2,900,329 
represented amortization of em- 
ergency facilities. 

Current assets were $51,215,- 
283 against current liabilities of 
$18,746,397. 

The company has no debt and 
no preferred stock outstanding. 
its 5,187,925 shares of $10 par 
common stock were carried at 
$109,676,322 in the balance sheet. 

Outstanding product develop- 
ment of 1954 by the company was 
the beginning of large-scale out- 
put of twin-ground plate glass at 
its Rossford, Ohio plant and mass 
production of the new Panoramic 
auto windshields at the Toledo, 
Rossford and Ottowa, Ill. plants. 

The company carried forward 
its 3-year construction program, 
completing its second twin-grind- 
ing plant and a new large plate 
glass polishing plant at Rossford, 
to increase its production of plate 
glass. 

In addition to the new Parallel- 
O-Plate Glass and Panoramic 
windshields brought into large- 
scale production in 1954, the com- 
pany continued its development 
work in the field of transparent 
coatings on glass and announced 
a new “neutral blue” shaded 
windshield for improved color 
vision, reduction of daylight glare 
and driver eye comfort. 

Sales of glass products for na- 
tional defense purposes continued 
to taper off during 1954 and some 
defense plant areas will be turned 
over to manufacture of Thermo- 
pane insulating glass. 

Prospects for the company con- 
tinue favorable. Dividends in- 
cluding extras totaled $2.85 a 
share in 1954. The quarterly divi- 
dend was increased from 60¢ to 
75¢ and this rate is expected to be 
maintained. 


Borden Company 


1 have a modest investment in Borden 
Oo. stock. Should this stock be held for 
the long term in a conservative portfolio? 

’ BE. L., Pittsburgh, Pa. 


Borden Co. ranks second in the 
dairy industry. Operations have 
been marked by stability and 
moderate growth in recent years. 


48 


The shares warrant retention in 
a conservative portfolio. 

Net income of the Borden Co. 
and its consolidated subsidiaries 
in 1954 reached an all-time high 
of $22,724,336. This was about 
12% more than 1953 earnings of 
$20,264,156 and about 4% more 
than the $21,890,479 in 1949, the 
former record year. 

Sales last year amounted to 
$776,838,791, a decline of 2% 
from the 1953 figure of $792,381,- 
721. Although the company 
handled a greater volume of prod- 
ucts than ever before, the price 
level was generally lower. This 
accounted for the decrease in the 
dollar volume. 

Earnings were $4.82 each on 
the 4,710,000 shares outstanding 
after payment of a 10% stock 
dividend on October 11, 1954. 
This compares with $4.71 the 
year before on each of the 4,300,- 
000 shares then outstanding. 
Computed on a basis comparable 
with 1954, per share earnings in 
1953 would be $4.28. 

Four factors were responsible 
for the higher income last year. 
These were: Expiration of excess 
profits tax on December 31, 1953; 
An increase in the volume of 
products sold; declines in ingre- 
dient prices that more than offset, 
in some cases, reduction in selling 
prices and the higher cost of 
wages and other expenses; intro- 
duction of new and better equip- 
ment and efforts that improved 
efficiency. 

The company completed its 
56th year of uninterrupted divi- 
dend payments. Cash dividends 
were $2.80 per share, the same as 
in each of the four preceding 
years. 

Inventories declined for the 
second straight year, to $53,501,- 
698 at the close of 1954. This was 
a decrease of 21% from 1953. 

Current assets were $161,474,- 
605 and current liabilities $42,- 
038,082, a ratio of 3.84 to 1. This 
left a balance of $119,436,523 as 
working capital, a decrease of 
$142,239 from 1953. 

The budget for capital expendi- 
tures for 1955 is $13,971,000. 
Supplemented by some $4,300,000 
in unexpended authorization from 
prior years, this will make about 
$18,300,000 available for capital 
expenditures this year. This 
amount will be some $5,900,000 
more than depreciation accruals 
provided for these purposes. If 
actual expenditures exceed these 
accruals, the difference will be 


financed from retained earning 

Sales volume of the ite 
handled by the company’s fj 
milk operations in 1954 was 4 
highest in the company’s histo 
although dollar sales increas 
only slightly because prices » 
ceived were generally lower. 7; 
company’s cheese business yw 
about the same last year as; 
1953. 

Heightened competition, y 
settled prices and _ intensify 
product developments advers¢ 
affected results of the Food Proj 
ucts Division. 

Over-all tonnage and dolk 
sales of the Chemical Division j 
creased, but profits were sligh 
lower. Substantial increases ; 
both volume and dollar sales q 
the Special Products Divisig 
made a considerable contributigj 
to the company’s profits. The S& 
Processing Department had @. 
profitable year, while the Fe 
Supplements Department showel 
slightly better results than ij 
1953. 

Prospects for the current ye 
are favorable. 


Peoples Gas Light & Coke 
Company 

I am retired and therefore am inte 
ed mainly in good quality stocks ind 
fensive industries where income is depen 
able. Will you please submit recent dak 

on Peoples Gas Light & Coke Co. 

N. D., Orlando, F 


Consolidated net income of The 
Peoples Gas Light & Coke ( 
Chicago, and subsidiary com 
panies in 1954 amounted to $12; 
139,482, or $10.85 per share. 
compared with consolidated ne 
income in 1953 of $11,422,975, of 
$10.21 per share. 

The company is an integrate 
gas system; operates in the On 
cago area. 

Revenue from consolidated ga 
sales of 1954 totaled $129,887; 
898, an increase of 20.38% ove 
1953. 

The increase of $3,716,000 i 
additional annual gross revenue 
which the company requeste 
subject to partial or full refund 
in the event of a later reductiol 
in natural gas cost, will only of 
set the actual increase in costs i 
natural gas purchased, according 
to the chairman of the board. ff 

Net earnings from the com 
pany’s utility operations in 195% 
provided a return of only 3.85% 
on the fair value of the com 
pany’s gas utility property. 

Corporate debt income 
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PRODUCED A RECORD-SIZED ALUMIMUM DIE 
fORGING The largest aluminum alloy die forging ever made 
fr the airplane industry was produced at our new govern- 
nent-leased aluminum forging and extrusion plant at Adrian, 
Michigan, in its first 9 months of operation. 








(OMPLETED AN ENTIRELY MODERN TUBE MILL The 








increased profit possibilities of the new plant have already 
shoul ben demonstrated, and real benefits should start to be fully 






‘han jgpralized this year. 








nt YaaLAUNCHED THE NEW LINE OF BRIDGEPORT 
(OPPERWARE COOKING UTENSILS These beautiful 
utensils—‘“The finest you can own or give’’—were widely and 
immediately acclaimed by buyers. A new plant for their pro- 
duction, now being constructed, will be ready for operation 


the second half of 1955. 
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0. FARNED THE SECOND HIGHEST PROFITS AFTER 
indo, F@TAXES IN ITS HISTORY Profits might have been the 
: of Thalighest in Bridgeport Brass history were it not for the large 
‘ke Coffsarting-up expenses of the Adrian aluminum plant, the new 


$12 tube mill and the Bridgeport Copperware line. 
0 , 
ol neQMCREASED DIVIDENDS FOR THE 5TH CONSECUTIVE 
975, of YEAR On an increased number of shares, dividends of 50 

ents per common share were paid for each of the first three 


egrate@iquarters, 62 14 cents per common share for the fourth quarter. 
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FACTS AT A GLANCE 
















29,887; 
% ove 1954 1953 1952 
BD Se te 1 elms D> $105,987,000 $142,659,000 $127,517,000 
,000 ing fit before federal taxes on income 10,155,000 19,601,000 13,074,000 
venues fderal income taxes (including excess profits 
ested, 2s ee ee es ss §,050,000 14,275,000 9,050,000 
refund! income after taxes $ 5,105,000 $ 5,326,000 $ 4,024,000 
duction Distributed to shareholders as dividends . $ 2,569,000 $ 2,032,000 $ 1,618,000 
nly ho Retained in the business 2,536,000 3,294,000 2,406,000 
, ol... - ee 
a dingy income $ 5,105,000 $ 5,326,000 $ 4,024,000 
rd. lamings per common shares . $ 4.21 $ 5.47 $ 4.23 
e com-pitidends per common share $ 2.125 $ 2.00 $ 1.70 
rn 1954g!Mal number of shareholders—common stock . 9,750 9,593 8,752 
3 85 %—k value per common share $31.31 $29.32 $28.26 
e com 











d in 1954 on shares outstanding at year-end, 1,211,932, in 1953 on average number 
shares outstanding during year, 973,220 and in 1952 on number of shares outstanding, 


y. 
12 fOfft year-end, 948,555. 
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Answers to Inquiries 





Peoples Gas amounted to $9,607,- 
499, or $8.59 per share, as com- 
pared with $8.18 for 1953. 

Net income of Texas-Illinois 
Natural Gas Pipeline Co., a sub- 
sidiary of which Peoples Gas 
owns 70.56% of its common stock, 
totaled $4,924,686, or $1.40 per 
share of the common stock, ap- 
proximately the same as 1953. 
Although amounts received or re- 
ceivable by Texas-Illinois in- 
creased $9,365,279 for 1954, there 
was no real improvement in net 
income due to increased amounts 
paid or set aside for natural gas 
purchased, depreciation and other 
costs related to the expansion of 
pipeline system’s capacity. 

The Peoples Gas System sup- 
plies 24 other gas utilities in the 
Middle West in addition to the 
Peoples Gas Light & Coke Co. in 
Chicago. The latter company had 
a all-time high sendout of 4,492,- 
000 therms on January 26, 1955, 
an increase of 45% over the peak 
day sendout for 1951, when the 
first major step in the company’s 
expansion program was com- 
pleted. Two important develop- 
ments in 1954 in the continuing 
expansion program have _in- 
creased the system’s peak day 
natural gas delivery capacity to 
the record of 191 million cubic 
feet. 

These developments were the 
beginning of commercial opera- 
tion of the big underground stor- 
age field project at Hersher, IIl., 
and completion of the $33 million 
expansion program of the Texas- 
Illinois pipeline system, which 
now has a daily transmission ca- 
pacity of 519 million cubic feet. 

Plans for 1955, subject to Fed- 
eral Power Commission approval, 
call for an expansion of the 
Hersher storage field facilities 
to provide a withdrawal capacity 
of 430 million cubic feet of nat- 
ural gas on cold weather days of 
maximum demand. Expansion of 
the field, which will require an 
estimated expenditure of $7,500,- 
000, will approximately triple the 
peak day deliveries of the 
Hersher facility. 

Dividends in 1954 totaled $6.25 
per share and $1.75 is the cur- 
rent quarterly rate. Prospects for 
this system continue favorable. 


Borg-Warner Corp. 


Borg-Warner Corp. has been mentioned 
as a growth company by some financial 


advisors and therefore | would like to re- 
ceive late information regarding the com- 
pany, with prospects for the current year 
and what are the dividends? 


E. C., Canton, Ohio 


Borg-Warner Corp. is a major 
producer of gears, carburetors, 
clutches, transmissions and ig- 
nition systems for automotive, 
aviation and farm implement in- 
dustries. It also makes household 
appliances and utilities. Through 
acquisitions and development of 
new products, particularly auto- 
matic transmissions, earnings in 
recent years have been generally 
upward. 

The company reported that 
1954 was the second largest year 
in sales and the third largest year 
in net earnings in the 27-year 
history of the corporation. 

Income after taxes of $24,460,- 
075 last year, equaled $9.80 per 
common share, compared with in- 
come after taxes of $23,978,142, 
or $9.77 per common share, in 
1953. There was a drop in sales 
volume to $380,317,341 in 1954, 
compared with $407,379,000 in 
1953 and this drop was attributed 
partly to a reduction in defense 
sales. A decline in sales and earn- 
ings in the early months of 1954 
were sharply reversed and turned 
into a definite increase in the 
closing months. As for the cur- 
rent year, the company antici- 
pates one of its best years. The 
up-trend in company’s business is 
continuing at an accelerated pace 
and expectations are that the 
largest sales volume in its his- 
tory will be achieved this year. 
However, if there are work stop- 
ages in the automotive industry 
this year, then sales and earn- 
ings will naturally be adversely 
affected. 


Despite the prospects for a 
good year, the company’s produc- 
tion in sales in the latter half of 
1955 may not equal the first half. 
This is probable because of an in- 
dicated later curtailment of pro- 
duction in the automobile indus- 
try, which currently is operating 
at the highest rate in its history. 
However, due to diversification of 
Borg-Warner’s products, it is not 
necessary for the automobile in- 
dustry to be running at the pres- 
ent unprecedented rate for the 
company to enjoy satisfactory 
sales and income. 

Borg-Warner’s Norge Division, 
manufacturers of home appli- 
ances, approximately doubled its 
business in 1954. In January of 
1955, sales rose to a record $15,- 


THE 








492,000 for a single month, anf” 
crease of 269% over Januall 
1954 sales, and more than { 
volume for the entire first q 
ter of 1954. Norge’s sales and; 
come continue to increase in } 
first quarter of 1955. Sales np 
most other company  divisig 
currently show good increases ff 

The corporation’s capital die, 
penditures in 1954 were sligh 
over $24 million, mainly rep 
senting the cost of a new, hig 
modern addition to the divisi 
plant at Decatur, Ill. Productiff 
of automatic transmissions ¥. 
this new department of the pli: 
was started late last year af, 
maximum production will be & 
tained in mid-summer of 1955, 

While capital expenditures 
1955 will not equal those of 19} 
additional physical expansion 
company’s manufacturing faci 
ties is under way. The Canad 
subsidiary has built a new 80, 
square foot factory at Oalvil 
Ontario, for the manufacture 
automotive radiators. A n 
manufacturing subsidiary. 
Morse Chain of Canada, Ltd, fh 
was formed and will occupy d 
plant which is being built in § 
coe, Otnario, to produce auto 
tive and industrial chains fort 
Canadian market. 

In addition to the upsurge ff 
sales of Norge appliances, 
other divisions of Borg-Wanl 
are increasing the manufacti 
and sale of products for the hom 
Among these are new lines 
warm air furnaces and air c#F 
ditioners now being introdue 
by the Ingersol Conditioned 
Division. 

The stock was split 3-for-l 
January 1955, earnings adjust 
for this split on the comnf- 
stock for 1954 were $3.27. 

The quarterly dividend on # 
split stock was increased fr@ 
4216¢ to 50¢ per share with! 
i payment to be made on J 

st. 
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Electric Storage Battery 


As a subscriber to your Magazi 
would be interested in receiving the 
sons for the sharp decrease in sales 
Electric Storage Battery last year 
also will you please let me know what 
working capital position of the compi 
is? 


D. L., Chester, @ 


Consolidated sales of The El 
tric Storage Battery Co. andy ! 
subsidiaries for 1954 were $7 t 











708,769, a decrease of 19% fre $6 
1953 sales of $96,191,286. rn q 
Earnings of $7,787,974, F°@ 
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58 per share, for 1954 were 





th, anj mgly influenced by the sale of 
Januage eompany’s investment in The 
than { pride Electrical Storage Co., 
rst quai in England. Eliminating the 


S andj 
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Aivisig 
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fit of $8,616,463, net of income 
ws, on that transaction, the 
spany sustained a net loss of 
3489 on operations for the 


oY. 

















is loss was due to several 
ificant factors, chiefly loss of 
me inherent in reduced sales 
me and its resultant adverse 
wts on costs. Other factors 
ve increased labor and material 
ts and competitive conditions 


the Plfch prevented immediate ad- 

at 4&ment of selling prices to offset 

an mg costs. The fourth factor 
00. 


unusual expenses amounting 


itures f approximately $600,000 in- 


- Of 19d in the final consolidation 
AnS100 @ the company’s Philadelphia 
1g fatihufacturing facilities and in a 
Canadiitantial reduction of per- 
Ww 80, nel. 

Oakvi 


Dividends in 1954 totaled $2.00 
hare, the same as paid in 1953. 
The 1954 decline in sales in 
th automotive and industrial 
Wis, paralleled to some extent 


acture 

A ne 
idiary 
a, Ltd, 




















occupy : , 
It in Sp exPerience Of the entire bat- 
: auton! industry. While sales of orig- 


equipment batteries to some 
tmobile manufacturers sur- 
sed those of 1953, total volume 


is for f 


surge Pe | ‘ 
soa wiginal equipment automotive 
o-Warle’s fell below the 1953 level. At 
nufactie same time demand for auto- 


tive replacement batteries in 
h proprietary and _ private 
mds was lower. The decrease 
industrial sales was attributed 
tly to the reducing of stores 
maintenance expenses and 
leveling off of diesel conver- 
t by the railroads and a some- 
it lower level of business in 


the hom 
lines 
air 
ntrodud 
ioned 


3-for-l 
adjust 


comm 
»7.. feral, coupled with the con- 
nd on ed =reduction of purchases 
sed frm the storage battery indus- 
“with (gy the armed forces and other 
e on Jupernment Agencies. 
forking capital at year-end 
§ $29,020,423 or $31.97 per 
tery fre, as compared with $30,690,- 
Magazin’, OY $33.81 per share at the 
ing ~s lof the previous year. Ratio 
in 8 


current assets to current lia- 


t year @- 
ye mties was 2.9 to 1 as compared 






ow what 
the com@ma 5.5 to 1 at the end of 1953. 
8 ratio rose to 6.3 to 1 after 
Chest, ment of the company’s long- 
The Eig debt of $9,400,000 on Jan- 
o. and#’ 1, 1955. Book value, based 
vere $otal capital of $56,115,136, 
19% fr $61.81 per share, an increase 
26. fm $55.23 per share as of De- 





7,974, Poer 31, 1953. 
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ARMCO EARNS MORE THAN 
$41,000,000 in 1994 


Net Profits up 21% over Previous Year 





Here are financial highlights of Armco Steel Corporation’s Annual Report : 


CI iittcawkedes cece between’ 


Net Tons of Ingots Produced 


Per Cent of Rated Ingot Capacity Operated 


Net Tons of Manufactured Products Shipped 


Net Earnings 
Per Cent Net Earnings of Net Sales 
Per Share of Common Stock 

Cash Dividends on Common Stock 
Per Share of Common Stock 

Earnings Retained in the Business 

Capital Expenditures 

Total Taxes 


Per Share of Common Stock 


Long-Term Debt — less current portion (end of year) 


Working Capital 


Book Value Per Share of Common Stock .. 





1954 1953 
coccee $532,045,314 $588,919,900 
ceeces 4,448,772 4,704,773 

ee 90.8% 97. 8% 

3,171,401 3,375,630 

jaan $41,100,266 $33,902,462 
rare 7.72% 5.76% 

aah ink $7.86 $6.50 
eenee $15,645,892 $15,640,891 
aie-siene 3.00 3.00 
vate ba 25,454,374 18,261,571 
eee 30,260,263 29,316,794 
cxaae 50,183,672 57,773,971 
soenes 9.60 11.08 

64,094,018 75,281,460 
re 143,288,613 134,103,527 
cecces 64.95 60.16 


If you would like a free copy of our complete 1954 Annual Report, 


just write us at the address below. 


Gna 
Wiz 


® 


ARMCO STEEL CORPORATION 


MIDDLETOWN, OHIO 





SHEFFIELD STEEL DIVISION * ARMCO DRAINAGE & METAL PRODUCTS, INC, » THE ARMCO INTERNATIONAL CORPORATION 








Organizational changes during 
the year included centralization 
of responsibility for all engineer- 
ing, manufacturing and selling 
activities related to the com- 
pany’s automotive products. Con- 
solidation of all Philadelphia 
manufacturing operations in its 
expanded and modernized indus- 
trial plant in northeast Philadel- 
phia and completion of a new 
automotive battery plant in Cal- 
gary, Alberta, concluded the com- 
pany’s plant expansion program 
in the United States and Canada. 
Meanwhile, the company’s sub- 


sidiary ESB International Corp., 
has been establishing small manu- 
facturing operations in six for- 
eign countries, including Colom- 
bia, where a plant is being 
equipped. 


The company expressed opti- 
mism over future operations as it 
is making strides in improving 
efficiency and lowering costs. 


The company has had its prob- 
lems in the past year but the re- 
vival in the automobile industry 
which is now in progress should 
give a lift to the earnings. 











Dynamite in Investigation 





(Continued from page 000) 


commission basis) but depend on 

rofits from the price differential 
Solemeaia their purchases and their 
sales to customers, there is the 
natural temptation to favor the 
firm as against the customer. This 
situation, of course, would not 
apply to the best established firms 
in the business who service a 
regular clientele and who are, 
therefore, particularly dependent 
on their goodwill—but criticism 
has been heard of the methods of 
other firms. 

One of the disadvantages of 
the over-the-counter market from 
the investor’s viewpoint, is that 
companies with unlisted securi- 
ties are not compelled to make 
public reports. This makes it very 
difficult for investors to acquire 
the necessary information on 
which to base their judgment as 
to the value of the securities. 
Since the Stock Exchanges, on the 
contrary, do require reports on 
companies listed there—the New 
York Stock Exchange makes this 
an absolute requirement for ad- 
mission to listing privileges— 
there would appear to be no valid 
reason for the maintenance of a 
double standard with respect to 
the public issuance of company 
reports, such as is illustrated by 
this difference in requirements 
between the Exchanges and the 
over-the-counter market. This is 
based on the clear proposition that 
the public is entitled to the essen- 
tial facts on the companies whose 
securities it owns. 


The “Mutual Funds" 


The growth of mutual funds is 
a significant phenomenon of our 
times but there is far less gen- 
eral information on the operation 
of these investment companies 
than there should be. Since the 
enactment of the Investment Com- 
pany Act of 1940, under whose 
provisions these companies are 
registered, mutual fund compan- 
ies have risen from 73 to 172, 
with an expansion in assets of 
from $400 million to nearly $5 
billion. There are now about 1.6 
million individual shareholder ac- 
counts which have been increas- 
ing at the rate of about 18% a 
year. 

Mutual fund assets represent 
the savings of the public, in this 
case very largely composed of 
small investors without much ex- 
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perience in the investing field. 
To afford protection to the in- 
vesting public, the Investment 
Company Act set out to accomp- 
lish for mutual funds certain ob- 
jectives: (1) unbiased and honest 
management; (2) sound capital 
structure; (3) correct accounting 
and adequate financial state- 
ments; and (4) correct selling 
practices. With respect to the lat- 
ter, there has been evidence in 
later years that the standards in 
the sale of these securities to the 
public could be improved. In the 
first place, salesmen are more in- 
tent on making sales and securing 
commissions than in furnishing 
the investor with the requisite 
amount of background material 
so that he can understand the 
risks, as well as the advantages, 
in buying these securities. There 
is also a certain degree of under- 
playing of the highly essential 
factor of liquidity, many investors 
not understanding that markets 
in these securities are not as free 
as on the Exchanges and that it is 
not as easy to sell their securities, 
without incurring a rather high 
cost. Also, many investors do not 
understand the differences be- 
tween the various types of mutual 
funds, some of which stress cap- 
ital gains and others, income. 
What may be suitable for one 
type of investor may not be suit- 
able for another and this feature 
is not brought out as often as it 
should be to prospective purchas- 
ers by the salesmen. 

Beyond these considerations, 
there is the highly important one 
that mutual funds, because of 
their inherent nature, do not de- 
pend merely on the health of the 
stock market for their well-being 
but on a steady accretion of new 
buying in their own securities. 
But, if withdrawals by holders 
who wish a return of cash should 
exceed incoming funds from new 
arrivals, the mutual fund com- 
panies which normally do not 
possess large cash reserves, would 
be compelled to liquidate their 
holdings in the market to the ex- 
tent to which withdrawals ex- 
ceeded receipts. If such liquida- 
tion were on a large scale, which 
could occur as holders increased 
their demands for cash in a pro- 
longed downtrend in securities 
and business, depreciation in the 
value of the mutual fund shares 
could be considerable and possibly 
cause more loss to holders than 
would be incurred if they held 
stocks directly. These facts should 
be presented to the public who 
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should be given an opportunity 

learn all sides of this type @ficie 
security. Mutual funds, undoyjfhase 
edly, are here to stay but thatih pr 
no reason for not improving {jon 
methods used in the sale of thepaud 
securities to the public. It migihet | 
be a good thing, for example, Rv 0 
mutual fund salesmen were rigigmize 
ly trained to give a fair and aie } 
quate presentation to prospectigays 
purchasers. ves 
The regulation of mutual funggeser 
under the Investment Compaygpinil 
Act is probably adequate. But, gnce 

experience shows that the |ym 
should be strengthened, theymith 
should be no hesitation about jg Me 
ing it. In passing, it should yours 
observed that most fair-mindaprofi 
people in the financial communitygess. 
agree, contrary to their opiniongmn 
decade or more ago, that reguigume 
tion and policing of the securitiggrde! 
markets, if on a realistic basis, gon 
not a disadvantage. On the comms 
trary, it places a firmer found It 
tion under the security businegie 1 
in general and is an importa tl 
factor in maintaining confidenggive 
among the investing public. ‘Excl 
Des 
The Stock Exchange and ut 
the Public ck 


While the over-the-counte 
market and mutual funds are im = 
portant sectors of the securitie “ 
markets, public attention is na ' 
urally riveted to a far greata ~ 
extent on the activities of Neq’® 
York Stock Exchange. Althougl th 
other Exchanges have also bal 
come more prominent in recel 
years, in particular the Americ 
Stock Exchange, the hopes ang. 
fears of investors of the natiogl 
are mainly centered on the Bigh 
Board. In any case, major sto 
trends on the New York Sto 4 
Exchange are inevitably reflectetf 
in all the other Exchanges and iff, 
the over-the-counter market, ant * 
have a paramount influence @ 
the market level of all securities 

Therefore, the extent to whitl 
the individual members and thé 
member firms can influence pub 
lic activity in the market is - 
legitimate subject of inquiry. Be ¥ 
fore any unfair inference 
drawn from this statement, how 
ever, the writer must hasten 
add that the professional ethic “ 
of the Exchange and its membel 
firms is as high as that of al 
other business in this country. 4 
great deal of effort, since tl 
Securities & Exchange Commis 
sion was created in the middl T 
1930’s, has been expended in mak 
ing the Exchange, not only a B 
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meient mechanism for the pur- 
nase and sale of securities, but 
) providing the utmost protec- 
m for the investor against 
gud and dishonest dealing. The 
that S.E.C. administers the 
won securities, in no way min- 
nizes the important part which 
i New York Stock Exchange 
ys in the protection of the 
westing public. Accordingly, it 
serves every credit for main- 
ining the highest degree of vigi- 
ne against wrong-doing on the 
of all who have business 
ith it. 
Members of the Exchange, of 
urse, are in business to make 
nfits just as in any other busi- 
ws. These profits come from 
mmissions on orders from cus- 
mers. The larger the volume of 
der, the higher the volume of 
mmission and the larger the 
ms’ profits. 
It is at precisely this point that 
e must ask ourselves whether 
nthe entirely legitimate objec- 
we of doing more business, the 
xchange, through its members, 
bes not on occasion inevitably 
mitribute to the stimulation of 
ock market activity to a degree 
hat, in part at least, can be un- 
ealthy. Certainly, there were 
lenty of signs since the last elec- 
ions, When the market started 
he most violent phase of its pro- 
mged advance, that the public 
as becoming unduly preoccupied 
ith the stock market. The ques- 
in is whether the Exchange 
wuld have found a way to temper 
he extravagantly intense specu- 
ation which ensued without 
necking the entire market struc- 
ire. Yet, a word of caution defi- 
tely was needed if the already 
eat speculation was not to erupt 
ito something infinitely more 
angerous. We must admit that it 
wok the Washington inquiry to 
toduce the necessary atmosphere 
f Eeriety among the speculating 
lublic. 
Definitely, there is room for 
me sort of admonitory state- 
nent by the responsible heads of 


of educating the public in the 
fundamentals of investing and 
speculation. The Stock Exchange, 
which has done such a fine job 
in executing orders and policing 
the activities of its members and 
those who do business with them, 
has failed, on the whole, to per- 
form its other great function, 
which should be the education of 
the public. In this respect, it has 
been remarkably unprogressive, 
leaving the job to be performed 
by publications such as The Mag- 
azine of Wall Street, teachers in 
the colleges and a minority of 
public-spirited leaders familiar 
with the field and who realize the 
necessity of educating the rank 
and file of investors. As the wealth 
of the nation grows and the num- 
ber of investors grows with it, 
the need for education will be- 
come even greater than it is to- 
day. Surely, this is a problem 
which the Exchange should study 
and come up with a solution. This 
is a responsibility which it should 
not attempt to avoid. Perhaps, it 


introduced nationally. 


could start with some self-educa- 
tion whereby members, their 
customers’ men (now called cus- 
tomers’ brokers), and their re- 
search staffs were required 
periodically to pass tests to de- 
termine whether they were 
keeping sufficiently abreast of 
important economic, financial and 
business developments to advise 
the public on security matters. 
Nor would it hurt if all who were 
concerned with the profession of 
advising the public were also re- 
quired to pass such a test peri- 
odically. At least, this might have 
the virtue of removing from the 
scene many of the “tipsters” who 
are so obviously unqualified to 
guide the public. 

The public itself must do its 
share in keeping the security 


markets as orderly as possible. 
Education will help a great deal, 
of course, but if the public insists 
on taking the bridle in its teeth, 
it should not complain if it stum- 
bles at the end of the road. Public 
psychology plays a tremendously 








The Philip Morris family of quality tobacco products, headed by 
Philip Morris and Parliament, welcomes the New MARLBORO FILTER 
cigarette in its unique crush-proof, flip-top box. MARLBORO at a 
popular price is being exceptionally well received as it is being 
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locks appears to be getting out 
fhand. The question is whether 
ne Exchange is prepared to take 


Bich precautionary steps when 


eeessary or whether it will risk 
ting compelled to submit eventu- 
y to legislation that can pro- 
Uce this result. 


The Public Needs Education 
Basically, the problem is one 
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quarterly dividends of $1.00 per share on the 4% 
Series and $0.975 per share on the 3.90% Series have 
been declared payable May 1, 1955 to holders of 
record at the close of business on April 15, 1955. 
COMMON STOCK ($5.00 Par): A regular quarterly 
dividend of $0.75 per share has been declared payable 
April 15, 1955 to holders of record at the close of 
business on April 1, 1955. 

C. H. KIBBEE, Treasurer 


New York, N. Y. March 16, 1955 





important part in the market and 
enthusiasm — or fear—can be 
highly contagious. The problem 
for the individual is to exert some 
self-control when he is in danger 
of being caught up in such a 
situation. 


Psychology An Important 
Market Factor 


Some of the witnesses at the 
Fulbright Committee hearings 
have acknowledged the potency 
of public psychology in the stock 
market and have frankly stated 
that the best efforts to protect the 
public will not succeed fully un- 
less it cooperates. Most experi- 
enced observers will agree with 
this contention. 

Perhaps this is the crux of the 
whole affair and nothing by way 
of new legislation can or should 
be enacted as a result of the in- 
quiry into the stock market lest it 
ignores the human factor and 
thereby creates greater difficul- 
ties than it eliminated. 

The best plan, the writer be- 
lieves, would be for each sector 
of the securities business—Stock 
Exchanges, over-the-counter deal- 
ers, investment companies and 
advisors in the investment field— 
to examine itself closely, scrutin- 
ize any defects it may have and 
rectify them on a realistic basis, 
the entire effort directed toward 
serving the public more effective- 
ly and, more honestly than ever. 
In that way it can avoid the risk 
of restrictive legislation. The very 
fact that a Senatorial inquiry in- 
to the entire apparatus of the 
stock market was found neces- 
sary should be a warning to all 
concerned. 


—END 
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dividend and yield fools those 
who only see what is on the sur- 
face. 


Radio Corp. of America is a 
good example of a company which 
has been using earnings to build 
an enlarged, strong and highly 
competitive organization. Since 
the end of World War II, about 
60 per cent of all net income was 
reinvested in plant and working 
capital. Book value of the stock 
rose to $10.12 a share at the end 
of 1954 from 76¢ nine years 
earlier. The facilities working to 
earn money for shareholders in- 
creased at a very rapid rate. It 
was not surprising, therefore, 
that the sales pattern for RCA 
during the period has been much 
more favorable than for most of 
its competitors. 


Because of the small dividend 
payment made by RCA the stock 
has generally sold at a price 
which offers a low yield. Looking 
at yield alone, though, gave a dis- 
torted impression of the market 
value of the stock. In the case 
of RCA common as in most 
stocks of this nature it was neces- 
sary to check the price-earnings 
ratio as well as the return on in- 
vestment. The low yield level 
might have indicated that the 
common stock was overvalued 
were it not for the fact that the 
shares were conservatively priced 
in relation to earnings. At time 
passed, dividend payments, re- 
flecting the improvement which 
resulted from reinvestment of 
earnings, rose rapidly so that pay- 
ments of $1.20 a share in 1954 
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International Paper Co. is aps 
other of the group which was ab}; 
to rebuild a strong enterprise ,j 
investment calibre out of op 
which faced financial stringengy 
every time the nation’s econom 
turned soft. The development wa 
aided by a lengthy period of yeay 
starting with World War II dy. 
ing which its consumer market! 
were steady. Management rm 
ported good sized profit each yeafl 
but retained a large proportion off! 
the earnings for reinvestment inf! 
the business. Facilities were ey. 
panded considerably, but of 
greater importance is the fae 
that efficiency was improve 
through modernization so tha 
lower overhead becomes a muci 
lighter burden when operation 
are slow in relation to installe 
capacity. 

It required many years for the’ 
market to indicate that investor 
believed in the stability anig 
growth prospects of International ‘he 
Paper yet any analyst who wag ‘4 
willing to believe in the impor. diff 
tance of reinvested earnings couli§ #!W 
see the metamorphosis in proces 2° 
and was able to benefit accori.§ 9° 
ingly. of | 











Not all companies which reit- : 
vest heavily are indicated by the 
size of retained earnings. In the _ 
case of industries like the chemi-§ '"° 
cal group where high depreciation - 
charges obscure the truly high te 
rate of “cash flow” and result ir " 
small reported earnings, the gains * 
in facilities are indicated by nt 
changes in book value. Thus, Dou§ ” 
Chemical shows only $6.85 3 
share for earnings retained since al 


1946 yet book value has increased 
almost four fold. Monsanto Chen- 


ical shows a somewhat higher je 
value for retained earnings, but be 
the increase in book value if © 
equally great as compared with} 
1946. 


Are You Sharing in the Automation and 


: Electronics Boom? 
Advances in Automation and Electronic Stocks 1954-55 


Low HIGH INCREA on 8 : 
pain Ste (A.S.E.) Rinitnes toon eassideneieceke $3 $1734 Over 550% Thus, it is evident that these \ 
omen mage SN ‘ciadcsinioncrita 4 17 Over 400% indicators of value and prospects} — 
le PO ennecssessercencnccccatccncsesseteccce 8 /g 49 Over 550% must be viewed in relation to each 


We recommend 2 Special Situations—both dividend yers: 
R. C. ALLEN BUSINESS MACHINES, INC. 
SENECA FALLS MACHINE COMPANY 
in the Automation and Electronic industries for substantial appreciation. 
FREE Reports On Request 


STANDARD INVESTING CORP. 


40 Exchange Place, New York 5, N. Y. 


other and to other companies, a& 
well. A stock selling at a prie 
to give a high yield but which 
also shows a high ratio of pri 
to annual earnings may be b 
better value than one which pays} 2 
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for new rolling stock and for im- 
provement of their facilities. This 
has resulted in good-sized in- 
seases in the book value of the 
sock because most of the spend- 
ing has been financed through re- 
Sintion of earnings. Dividend- 
jayout has been conservative up 
io now but with dieselization and 
‘Bfreight car programs mostly com- 
‘Bpleted, some liberalization of divi- 








Income: 


From transportation of freight, passengers, mail 
express, etc. Sided ca ’ 


THE BALTIMORE AND OHIO RAILROAD CO. 
128th Annual Report—Year 1954 





Comparison 
with 1953 
Year (+) Increase 
1954 (—) Decrease 
$378,088,687 —$82,760,299 





Biends would not be surprising. 
Byirtually all the companies in the 
Biable show good coverage of divi- 
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The significance of book value 
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iB the greater the return to the util- 


ity corporation per share of out- 
standing common and the more 
valuable should be the common. 


if Of course, the premium at which 
ig the stock sells over its book value 


varies between companies and at 
different times, but it is almost 
always true that an increase in 
book value will result in an aver- 
age increase in the market price 
of the stock. 

The premium tends to vary in 
relation to market action as in- 
fluenced by money rates and 
yields but averaging a number of 
years, it is not uncommon for the 
premium to be about 40 per cent 
over the book value. 

We have attempted to show the 
basic factors that should be taken 
Into consideration in evaluating 
common stocks. This is normally 
an arduous task but investors 
would find it rewarding. In the 
accompanying table is given per- 
tinent data whose significance is 
described above. This table should 
be retained for reference. -END 
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represent a substantial source of 
internally generated cash which 
undoubtedly was a factor in the 
calling for redemption last Octo- 
ber of all of the outstanding $4 
preferred stock. 

Although Dow is now paying 
dividends at an annual rate of 
only $1 a share to yield 2.3% on 
the current price of 43%, the 
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From other sources, interest, dividends, 


Total Income 


Expenditures: 





Payrolls, supplies, services, taxes 


Total Expenditures ..........0.00.0000..... ‘ 


Net Income: 


For improvements, sinking funds and 
other purposes ...... ? 








RG III -oucsuahitnccatencs ctvisacistinenieceinanacababuacstcey 


scatieandeetasivatital $334,189,556 —$66,954,393 


Interest, rents and S@rvices .................ccsccccscccscssscssscssecsees 


The full dividend of $4.00 per share was paid on the preferred stock. A dividend 
of $1.00 per share was paid on the common stock. 


In 1954 long term debt in principal amount of $44,286,535 was paid off. During 
the period December 31, 1941 to December 31, 1954, long term debt, other than 
equipment obligations, was reduced $204,904,231, with an annual saving in interest 
charges of $9,261,515. Equipment obligations increased $57,238,974, which added 
$1,668,305 to annual interest charges. The net reduction in long term debt was 
$147,665,257, and the saving in annual interest $7,593,210. 


10,509,402 + 122,835 
$388,598,089 —$82,637,464 











39,879,744 — 2,178,927 
essesesese-374,069,300 —$69,133,320 








..$ 14,528,789 —$13,504,144 





H. E. SIMPSON, President 











stock is an attractive long-term 
investment for both higher divi- 
dend and price appreciation po- 
tentials. 


CURTISS-WRIGHT CORP., 
which has achieved a front rank 
position as a builder of Turbo 
Compound engines for both com- 
mercial airliners and military air- 
craft, as well as the Curtiss- 
Wright J65 jet engine used in a 
number of Navy and Air Force 
bomber and fighter planes, has 
steadily diversified activities in 
other fields. Through its several 
divisions and subsidiaries it pro- 
duces a variety of specialized 
metal products for the automo- 
bile, petroleum, machine tool and 
other manufacturing industries; 
forgings, steel casting and preci- 
sion machined parts; turboelec- 
tric propellers; plastics products 
marketed chiefly through major 
chain stores, and through its elec- 
tronics division flight simulators, 
radio aids, and nuclear equipment 
for industry. The most recently 
formed company division takes 
Curtiss-Wright into the fields of 
ultrasonics and specialized elec- 
tronics. 


Reflecting this growth, sales 
last year at $475 million were at 
a record high, increasing from 
$438.7 million for 1953, and run- 
ning about $150 million ahead of 
1952 sales. Net profits last year, 
at an all-time peak of $19.3 mil- 
lion, compared with $11.4 million 
for 1953, and were more than 
twice the $9 million reported for 
1952. The company entered the 
current year with unfilled orders, 
plus scheduled production under 
advance contracts, in excess of 
$750 million. This backlog is suf- 
ficient to maintain operations, on 
the basis of 1954 business, well 
into the latter part of 1956. 

Net earnings last year were 
equal to $20.32 a share for the 
class “A” stock. In the preceding 
year, net available for this issue 
was equal to $11.96 a share, 
against annual dividend require- 
ments of $2 a share, to which the 
“A” stock has preference over the 
common. This rate of dividend, 
payable 50-cents quarterly, has 
been maintained without inter- 
ruption over the last 16 years. 
The class “A” stock, currently 
priced in the market at 32, yields 
6.2%. —END 
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body of individuals who stipu- 
late that their trustees ca ninvest 
only in the highest category of 
bonds. We have recently received 
a letter from the executor of a 
will who complains that “under 
the provisions of the will (the 
general scope of which I described 
in the earlier part of my letter) 
I have found it impossible to 
make the necessary revisions 
which would have brought in an 
income to the beneficiaries suffi- 
cient to compensate for the loss 
in buying power caused by 15 
years of inflation. Outside of a 
comparatively small amount left 
in real estate and a good-sized 
farm on which the now aging 
beneficiaries live—and, incident- 
ally, this has proved the most 
valuable inheritance owing to 
the fact that it provides a liv- 
ing—the entire estate, quite a 
substantial one, was tied up in 
government and similar bonds 
with the provision that upon ma- 
turity the receipts should be re- 
invested in similar securities. The 
result has been a steady and un- 
avoidable depreciation in the 
value of the income received. Per- 
haps the recital of my difficulties 
will assist those who are contem- 
plating recasting their wills to 
meet present conditions.” 

We cite this letter to illustrate 
the difficulties of managing in- 
vestments under too rigid an ap- 
plication of the safety factor. No 
doubt, government bonds and the 
like are the safest form of invest- 
ment in securities, but only in a 
time of stability, or even a de- 
cline in general prices and the 
cost of living. In an inflationary 
period, concentration of funds in 
fixed-income securities, no matter 
how sound intrinsically, can and 
does defeat the purpose of the in- 
vestment. For that reason, a more 
flexible attitude is desired even 
by investors who are normally of 
a highly conservative disposition. 

It should be perfectly possible 
to draw up a list of investments 
to-day to conform with rigid in- 
vestment standards and, at the 
same time, provide sufficient flex- 
ibility to cope more realistically 
with shifting conditions. In order 
to enable our more conservative- 
ly-minded investors to solve their 
problems, we have prepared two 
lists of investments which will be 
found in the accompanying table. 


One list is for conservative in- 
vestors who feel they must limit 
the bulk of their investments to 
the highest-grade bonds and pre- 
ferred stocks, at the same time 
laying out a conservative stake in 
several sound common stocks 
that, without due risk, should, 
in time, provide the basis for 
some capital appreciation. In this 
list, 60% has been invested in 
government bonds and tax-ex- 
empts; about 13% in a high- 
grade preferred, to provide a 
somewhat higher income than ob- 
tainable in high-grade bonds; 
and the remainder, or about 27% 
in common stocks of high stand- 
ing. A. T. & T. has been included 
to provide a higher income than 
that now obtainable on most 
other high-grade common stocks, 
and Dow and General Electric 
have been included, though offer- 
ing a comparatively small yield, 
for long-term capital apprecia- 
tion. We believe this list is too 
conservative for most investors 
but realize that some individuals 
require portfolios of this com- 
position and have therefore pre- 
pared the list accordingly to meet 
with this demand. A reduction to 
30% of the total holding in gov- 
ernment and tax-exempts and a 
higher percentage of sound com- 
mon stocks would have been more 
advisable. 

The second list is also prepared 
with a view toward providing as 
reasonable degree of safety as 
possible at the same time, how- 
ever, permitting the investor to 
place his funds in such a manner 
as to benefit from eventually 
higher dividend income from 
carefully selected stocks, as well 
as prospects for long-term appre- 
ciation. In this list, about 30% of 
the funds were limited to savings 
bank deposits, governments and 
tax-exempts; about 15% in high- 
grade preferreds to raise the total 
income of the portfolio; and the 
remainder, about 55%, in good to 
high-grade common stocks. This 
list would be suitable for invest- 
ors who do not care to speculate, 
who wish to stand with long-term 
positions, and who understand 
that their yield will be reduced, 
if they include too large a propor- 
tion of high-grade fixed-income 
securities. Nevertheless, as in list 
#2 (a balanced portfolio) they 
can assure themselves of the pos- 
sibility of raising the total yield 
on the investment by including in 
their portfolio a reasonable per- 
centage of common stock pro- 
vided such issues are of an invest- 
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ment character. cross 
It should be noted that thguided 
yield on both portfolios is lowing | 
being 2.85% for the most confers al 
servative portfolio and 3.5% fogmhese 
the balanced portfolio. This is ypjgspen 
avoidable, however, if the jpghonics 
vestor wishes to stress a_ highpfatol 
degree of conservatism in _ hjggtion 
investments. However, in_bothorce 
instances, the possibility of ger 
higher income does exist throughfpasi0 
the inclusion of common stock Whe 
which, it is hoped, will eventuallymily « 
be placed on a higher dividen(fratc! 
basis. Ww e 
Obviously, portfolios of  thegal us 
rather specialized type describeijom 
will not suit the needs of thegard | 
average investor who, undoubted.prk 1 
ly, is more interested in raisinggpalT): 
his income to the largest posmertall 
able, but not maximum, safety ppplia 
and, of course, capital apprecia.qman 
tion. Such objectives, obvioushymmve! 
are quite different from those off ha 
the investor who must stress meat 1 
highly conservative pattern in hisgpld a 
investments. ider 
—rEnpeoup 
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TV and Electronics 
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(Continued from page 000) FRU! 

to find something with which to o_ 


counteract the lethal bomb. - 
The scientific race has led tofbijec 
development of the hydrogen bomb. co} 
and to remarkable progress on Tra 
guided missiles. Research is be 
ing concentrated at present on 
development of self-propelled fiy- 
ing objects capable of carrying a tal 
hydrogen warhead thousands of tip 
miles to a predetermined destina- E000 
tion. At the same time, electron-§, 
ics are being utilized to provide be fo 
an effective radar screen to war 20( 
observers of the approach of anyf,.. 
enemy aircraft or missiles. In 
other words, scientists havel. 
turned to electronics to find ang... 
impregnable defense for safety in vege 
guarding civilian populations§y k 
from depradations of electronic 
ally directed weapons supposedly 
capable of penetrating physical as 
barriers. ew 
Military expenditures seem UN-fat p 
likely to decline significantly over} wi; 
the near term. More and mofefs, 
emphasis appears destined to befiny 
placed on electronic research and fety 
production, while procurement of all 
aircraft may gradually decline. Brigg 
Contracts have been awarded, itfp,., 
has been announced, for constuc-fin 
tion of a radar warning scréeety ’ 
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“Being set up near industrial cen- 


cross the wastes of Canada and 
ided missile installations are 


xs and along the Atlantic Coast. 
nese developments involve large 


7 .nenditures in the field of elec- 


nics. Progress in development 
fatomic power plants partly for 
tional defense and partly for a 


‘Burce of cheaper fuel opens an- 


Miner important avenue for ex- 


wnsion in electronics. 
When all is said and done, prob- 


wily only the surface has been 


ratched thus far in evolving 
»w electronic devices for civil- 


By uses. With the rise in national 


pome and the growing trend to- 
ard young wives remaining at 


‘Bork in offices and factories after 


safety, 
precia- 
viously 
hose of 
tress a 
1 in his 


—END 
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urriage, greater dependence is 
tain to be placed on electric 
ppliances. The homemaker is 
manding greater time-saving 
mveniences. The consuming pub- 
t has demonstrated, moreover, 
hat it is able to pay for house- 
jd aids. One needs only to con- 
ier for a moment the extensive 
oup of new electronic devices 
hich have become commonly ac- 
pted since World War II—tele- 
sion, for example, now enjoyed 
Wa majority of homes in metro- 
Wlitan areas as well as in other 
etions; air-conditioning, now 
coming a necessity in industrial 
ants and in offices; food freez- 
is, SO popular they are being in- 
ded as a section of modern 
usehold refrigerators. 

Trade authorities foresee accel- 
ration of the trend toward 
mater household uses of electric 
liances. Estimates place the 
jal average investment in such 
lipment as between $4,000 and 
)000 in residential communities, 
mpared with an estimated aver- 
ge for each home now of perhaps 
200 to $1,300 in electrical ap- 
tratus. Color television, for ex- 
mple, is on the way, and it will 
kan addition of many new 
tronic components. Electronic 
sehold cooking is possible and 
il become popular as the cost 
mes down on newly perfected 
higets. Electronic waste dispos- 
Sand other kitchen aids are in 
eworks. Moreover, adoption of 
at pumps for household warmth 
winter and for cooling in sum- 
fs, is gaining popularity in 
diy parts of the country where 
«tric rates are economical. All 
all, the horizon for electronic 
ices steadily is broadening. 
From the investment stand- 
int, companies making the 
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greatest progress in _ scientific 
achievement in electronics, espe- 
cially those allied to the defense 
industries and to atomic energy, 
have rather remarkable oppor- 
tunities ahead for future growth. 
It probably is true that a number 
of these issues have temporarily 
outrun their potentials so far as 
their market price is concerned 
but the best grade of holdings 
among these issues should not be 
disturbed by investors who prefer 
to take a long-range view. For 
those more interested in accept- 
ing profits which have accrued in 
this group, it would seem that the 
best course would be not to sell 
all the holdings but just enough to 
mark down the original cost to a 
substantial degree. This step 
would offer investors the satisfac- 
tion of accepting some profits 
without at the same time forfeit- 
ing an opportunity for longer- 
range profits, in the remainder of 
their holdings. 

Market prospects for compan- 
ies which depend mainly on TV 
and radio are in a somewhat dif- 
ferent position. The better grade 
among these companies should 
continue to turn in reasonably 
satisfactory earnings to support 
existing dividend rates but oppor- 
tunities for exceptionally large 
profits in this group would not 
appear to be overwhelming at this 
stage of the market. 

The movie stocks have made 
progress since the industrv left 
behind its worst period. Earn- 
ings are generally increasing and 
dividends in some cases can be 
increased. On the other hand, 
they do not appear to offer out- 
standing opportunities for mar- 
ket appreciation after their re- 
cent fairly substantial rise per- 
centagewise. —END 
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Look Inside! 


. . . for the real explanation 
of why Clark machines 

last long, cost little: 
INSIDE—at their 
revolutionary power 

trains, born of that 

unique wealth of 
engineering experience 

and production facilities 
known as 


CLARK 


EQUIPMENT 
eee SQ0°YEAR 


‘SPECIALISTS IN TRANSMITTING ENGINE 
HORSEPOWER TO MULTIPLY MANPOWER 











CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 

Other Plonts: Battie Creek, Jackson, Benton Harbor, Michigan 
PRODUCTS OF CLARK . . . TRANSMISSIONS @ TORQUE CON- 
VERTERS © FRONT AND REAR AXLES @ AXLE HOUSINGS « FARM 
EQUIPMENT UNITS @ ELECTRIC STEEL CASTINGS @ GEARS AND 
FORGINGS—FORK TRUCKS © TOWING TRACTORS e POWERED HAND 
TRUCKS @ ROSS STRADDLE CARRIERS @ MICHIGAN TRACTOR 
SHOVELS AND EXCAVATOR CRANES 




































PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 157 


The Board of Directors on March 16, 
1955, declared a cash dividend for the 
first quarter of the year of 55 cents per 
share upon the Company's common 
capital stock. This dividend will be 
paid by check on April 15, 1955, to 
common stockholders of record at the 
close of business on March 28, 1955. 
The Transfer Books will not be closed 

K. C. Curistensen, Treasurer 


San Francisco, California 











| CUTTER Laboratories 


Producers of fine 


biologicals and 
pharmaceuticals 


80th DIVIDEND 


The Board of Directors on March 14, 
1955, declared a cash dividend for the 

narter of the year of 11¢ per 
share upon the Company's common 
capital stock. This dividend will! be 
paid April 20, 1955 to shareholders 
of record April 11, 1955 


F.A. CUTTER, Secretary 
BERKELEY, CALIFORNIA 
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COMMON STOCK DIVIDEND 


The Board of Directors has declared a quarterly 
dividend of 30c per share of common stock— 
payable April 1, 1955 to shareholders of record 
March 9, 1955. This is the 100th common 
stock dividend paid by Aldens. 


PREFERRED STOCK DIVIDEND 
Also declared, a quarterly dividend of $1.06 
per share of preferred stock—payable April 1, 
1955 to shareholders of record March 9, 1955. 


Robert W. Jackson, President 7 











Where Rail Recapitalization 
Will Increase 
Earnings-Dividends 





(Continued from page 34) 


conditions in 1955, it is likely that 
freight revenues and net income 
will show an improvement over 
the previous year’s figures. Aid- 
ing in this possible better show- 
ing is the increased industrial ac- 
tivity in the road’s territory 
which is expected to continue to 
expand as new plants, particu- 
larly those in the chemical indus- 
try, move in to take advantage of 
the nearness of supplies of raw 
materials. 


BALTIMORE & OHIO having 
made outstanding progress last 
year in reducing its debt has des- 
ignated several banking organiza- 
tions to continue studies and 
formulate plans for further sim- 
plifying its debt strueture and re- 
ducing over-all interest costs. The 
road’s accomplishment in this re- 
spect in 1954 included a reduc- 
tion of over $30 million in bonds 
and notes, and the retirement of 
approximately $14 million in 
eqiupment obligations. These re- 
ductions mean a saving of close to 
$1.6 million in interest charges. 

Since the end of World War II, 
B & O, through dieselization, me- 
chanization of facilities, and other 
improvements has improved oper- 
ating efficiency, and its present 
strenous efforts to further cut its 
$442.2 million funded debt in the 
hands of the public, when 
achieved, should result in further 
substantial savings in interest and 
sinking fund charges to the bene- 
fit of the common stock. 

—END 





For Profit And Income 


What's New? Se 





(Continued from page 37) 
Rising Dividends 


We recently cited here a num- 
ber of stocks of companies which 
have shown ability and willing- 
ness to raise dividends fairly fre- 
quently. Here are some others: 
Household Finance, increases in 9 
out of the last 10 years; Southern 
Pacific, 9 boosts since 1942; 
Union Tank Car, 5 boosts since 
1946; Shell Oil, 5 since 1946; 
Sutherland Paper, 5 since 1945; 
Socony-Vacuum, 7 since 1945; 
General Foods, 6 since 1945; and 
Atchison, 7 since 1940. 


Support 


Individual stocks recently 
showing above-average strength 
include Continental Can, Pure Oil, 
Borg Warner, Sperry (on merger- 
report news), General Foods, 
Copper Range, Marathon, Amer- 
ican Machine & Metals, Evans 
Products, Merck, National De- 
partment Stores, Pfizer (a prom- 
ising research development an- 
nounced), Newport News Ship- 
building, Rohm & Haas, Sham- 
rock Oil & Gas. 


Low-Priced 


Some low-priced stocks with 
above-average speculative merit 
are: American Airlines, Celanese, 
Gimbel, Mercantile Stores, Erie, 
Pennsylvania Railroad, Mission 
Development and Pepsi-Cola. 
These, of course, are in the spec- 
ulative category and should be so 
considered by cautious investors. 


Electronics 


The TV-electronic stocks have 
had a substantial reaction, and 
are worth speculative considera- 
tion at present prices. On the 
basis of 1955 and longer-range 
potentials, and taking current 
price-earnings ratios into ac- 
count, issues considered relatively 
attractive include Hoffman Elec- 
tronics, Sylvania, Magnavox, Mo- 
torola, Stromberg - Carlson, Syl- 
vania Electric and Zenith Radio. 
A comprehensive analysis of the 
electronics industries, including 
TV and the movies will be found, 
starting page 26 of this issue. 

—END 
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C 
important feature of Pure Oj}; 
excellent long-term earnings pg © 
tential lies in its recently devage”™ ! 
oped natural gas business, whic i? 
is likely to become much mor Abe 
important to over-all operations Ae 
Proved natural gas reserves ar 0 
very large, particularly on a conf’ 


hare basis. ient t 
mon per share a 


: we pare 
Bendix Aviation Corp. One of A 


the foremost combination cor hould 
panies active in the aviation, aug at 
tomotive, electronic and scientify 
instrument fields, it is also on WE 
of the most aggressive organiz-R1] 
tions involving research and defimodu 
velopment work. Last year, Benfilatil 
dix spent 13 cents of each dollars in 
of sales on engineering and refbmed 
search, employing 7,800 people iif} som 
departments engaged in developih veg 
ment including experimentatiomiystr 
in guided missiles. The new stockist s; 
now around 55-56, is on a $2.0let e 
dividend basis, yielding aboutfRigck | 
3.6%. Selling about ten timedhith 
last year’s earnings of $5.62 (addhnd e: 
justed) this equity appears tie pr 
offer substantial value for a regi, 19 
search-growth issue in a dynamigfy js 
industry. The capitalization isfowt 
moderate, composed of only 43ndu 
million shares after the recent Bran: 
for 1 split. packa 
Las 
Diamond Alkali Co. Long a laggiarte 
gard in the industry, Diamondggente 
after World War II, undertoogpbe : 
a large-scale plant rehabilitationfitica 
expansion and diversification i omarall 
gram which greatly broadened itgte c 
base of business and _ increaseqpinin: 
sales. Much of the well plannet 
capital expenditures were fi 
anced largely from working capi 
tal and retained earnings. 
year, sales increased 7.8% (@ 
$93.5 million from $86.7 milliot 
in 1953, while earnings were fr 
ported at $2.21 a share off slightly 
from $2.39 the year before. Whil 
sales have tripled since 1946, ne 
earnings have not yet reflecte® 
the extensive post-war progra 
Diamond seems well situated tp $1. 
capitalize on its growth potenti’ 
and eventually earning powe + 
should rise to a higher plang 
Though not as familiar to inves 
tors as other chemical stocks 
Diamond Alkali stock deserv4 
consideration from a_ long-term 
standpoint. ENS 
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he construction and moderniza- 
in program of 1954 was the 
weest in the company’s history 
” according to existing plans 
il be duplicated in 1955. 

The full benefits of these moves 
ould become increasing evi- 
int this year and next. In the 
santime, the current $1.80 a 
ware dividend, amply covered by 
54 earnings of $2.24 a share, 
ould continue. The stock should 
retained. 


WESSON OIL & SNOW- 
RIFT, one of the foremost 
moducers of cottonseed oil, has a 
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r, Benfiilatile earnings record, net prof- 
| dollars in any one year being gov- 
ind refimed by either fairly stable or, 
Ople inf) some instances, radical changes 


evelop 
ntatior 
v stock 
a $2.00 

about 
. times 
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nh vegetable oil prices. This is 
lustrated by 1954 fiscal year’s 
wt sales of $175.4 million and 
vt earnings for the common 
ok of $4.78 a share, compared 
ith net sales of $191.7 million 
d earnings of $2.88 a share in 
ars the preceding year ended August 
r a regi, 1953. Some increasing stabil- 
ynami@ty is added, however, by the 
tion ifowth in importance of by- 
nly 44nduct fertilizer sales and the 
ecent Byansion into the frozen and 
ackaged food fields. 

Last year, the regular 35-cent 
uarterly dividend was supple- 
tented by $1 extra and is likely 
bbe repeated in 1955, in view of 
Micated net earnings closely 
wralleling fiscal 1954 showing. 
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crease@mining for income and _long- 
planne@faige growth potential. 
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WESTINGHOUSE AIR 
RAKE, notwithstanding cur- 
8% t@iled buying by the railroads of 
milliogt brakes and signal equipment, 
vere regas able to show net sales at 
slighth@21.5 million which, although 
>, Whilg@wn from 1953 all-time peak of 
946, negl45 million, made 1954 the sec- 
-eflectegid best year in the company’s 
rogrampstory. Flood damage amounting 
ated t $1.6 million at its Wilmerding 












otentiagant, and a two months’ strike in 
pow’ Le Roi division, pulled net 
- plantings down to where they 





mounted to only 85 cents a share. 
M-recurring items, however, 
ided $1.03 a share net available 
it the common stock, bringing 
Fe 1954 total to $1.88 a share. 

Earnings for 1955 should show 
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an improvement over last year’s 
net income from operations. Some 
indication of this expected im- 
provement is to be had from the 
larger volume of orders on car 
builders books, while expanded 
roadbuilding and constructions 
programs should create new busi- 
ness for the company’s earth- 
moving machinery, portable and 
stationary compressors, and rock 
drilling manufacturing divisions. 
Adding to the prospects is the de- 
velopment, jointly with Johns- 
Mansville of the new “Cobra” 
brake shoe which is regarded as 
being greatly superior in many 
respects to the conventional cast 
iron shoe. 

Recent dividend action reduced 
the quarterly payment on the 
common stock to 30 cents a share 
from 40 cents quarterly paid 
throughout all of 1954. This lower 
rate appears reasonably secure. 
In view of the good long-range 
prospects, the stock should be re- 
tained. —END 


BOOK REVIEW 


Blue Hurricane 
By F. van WYCK MASON 

Writing of the great ‘‘River War’? 
fought in the Mississippi and its tribu- 
taries by the Union Navy in 1862, and 
of the adventures of Matt Hovey from 
the State of Maine, F. van Wyck Mason 
adds a new novel of sweep and vitality 
to an already distinguished list of books 
that bring America’s past to life. 

Matt Hovey flees his home as a fugitive 
after he carries out the vengeance he has 
planned in his mother’s name. To Phoebe 
Whidden he can bid only a hasty farewell, 
and she swears she will follow him later. 
In corrupt and+strife-torn St. Louis, Matt 
joins forces with men who have the golden 
touch when it comes to turning the Union’s 
ordeal into huge profits by blocade run- 
ning. It is the sight of Phoebe in danger 
that finally brings Matt to his senses and 
to the testing of his courage by service on 
the Union ironclads. 

Encompassing a large number of vividly- 
to Paul Dent, the deserter who determines 
drawn characters, from Dr. Rob Ashton 
to fight again, and the lovely Flavia Cosby, 
the author portrays the whole climactic 
year of struggle when the Confederacy 
was cut vertically in half. Here is that 
strange war fought by Eads’ ironclads, 
built in forty-five days. Supporting Grant 
Donelson and winning the crucial battle on 
the Mississippi, these craft and their gal- 
in the storming of Forts Henry and 
lant erews played a vital role. 

Blue Hurricane is the second book in 
Mr. Mason’s projected tetralogy of the 
Civil War, a series comparable to his 
famous quartet af books on the American 
Revolution. Old and new readers alike will 
find in this book not only absorbing fiction 
by a master novelist, but also an heroic 
and fascinatingly revealed chapter of our 
history. 
Lippincott 
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Southern California 


Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 181 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 32 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 28 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


*60 cents per share on the 
Common Stock; 


28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 


281, cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are Pay- 
able April 30, 1955, to stoc 
holders of record April 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, April 30. 


*10 cents per share per quarter increase. 


P. C. HALE, Treasurer 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 29 


T ue BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly cash dividend of 
Thirty-Seven and One-Half Cents 
(37Y2¢) per share on the capi- 
tal stock of the Company, pay- 
able on May 16, 1955, to stock- 
hoiders of record at the close 
of business April 15, 1955. 


R. E. PALMER, Secretary 
March 17, 1955 
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BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher, send for our 
free, illustrated booklet titled To the Author in 
Search of a Publisher. It tells how we can publish, 
promote and distribute your book, as we have done 
for hundreds of other writers. All subjects con- 
sidered. New authors welcomed. Write today for 
Booklet WF. It’s free. 


VANTAGE PRESS, Inc., 





120 W. 31 St., N. Y. 1 
In Calif., 6253 Hollywood Bivd., Hollywood 28 








The Trend of Events 
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have taught all the Hottentots to 
drive automobiles which they 
trade in every two years, we shall 
also have taught them to inter- 
cept at the source many of the 
necessities of industrial civiliza- 
tion which we now import in 
large part from presently back- 
ward nations. Thus, to the sus- 
picion many of us have had that 
these give-aways are doing their 
recipients no real and lasting 
good, must be added the probabil- 
ity that if they do work we shall 
be the eventual sufferers. 

Conservation, along with the 
wise and far-sighted men who 
really want to keep a greener, 
sounder land for future genera- 
tions, has attracted more than its 
share of doctrinaires who want to 
put fences around everything and 
not use them now or later. Some 
extremists assert it is better for 
trees in the national forest to rot 
and fall down than to be cut and 
used to build houses. 


Nevertheless, the rich man who 
spends all his income and eats in- 





Has Confidence in Stock Values 
Been Damaged By Politics? 


See the NEW MARCH 1955 Issue of 
GRAPHIC STOCKS 


Over 


1001 CHARTS 


Showing: 

¢ Monthly Highs and Lows 
Monthly Volume of Trading 
Annual Earnings 
Annual Dividends 
Latest Capitalizations 
Stock Splits—Mergers—etc. 
FOR MORE THAN ELEVEN YEARS 


(See charts on pages 33 and 34 of this 
issue of The Magazine of Wall Street) 


Political influence is temporary. To trade 
wisely study the new March edition of 
GRAPHIC STOCKS which shows the 
amazing moves in stocks in the past two 
months. Some stocks reached new highs 
but others have moved down offering 
buying opportunities. 


Complete with all 
1954 EARNINGS RECORDS 
which have been reported 


ORDER TODAY FOR 
PROMPT DELIVERY 


SINGLE COPY 
(Spiral Bound) .........$10.00 


ANNUAL SUBSCRIPTION 
(6 Issues) .............$50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 





to his capital at the expense of his 
heirs is universally regarded as 
not very bright. The same is true 
of the nation which does the 
same. Our waters, our forests, the 
wide-open spaces which have 
formed the heritage of Ameri- 
cans, are not ours to squander, 
but ours to use and to hand on 
unharmed to those who come 
after us. 
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if for no other reason than that 
they are unsure of themselves 
and their present policies. The 
struggle for power within the 
Kremlin is going on, and if we 
are to believe some of the ex- 
perts, communism in Russia has 
reached the Directoire” stage of 
the French Revolution, a period 
of indecision and of wait- 
ing for another strong man to 
emerge. In contrast, Chinese com- 
munism—even if it is still further 
removed from original marxism 
than the Russian communism “a 
la Tartar”’—is dynamic and ex- 
panding. Contrary to popular no- 
tions, Peiping is not aping Mos- 
cow in everything. It has been 
more careful in handling the 
peasantry, if for no other reason 
than that a decline in food pro- 
duction would be much more 
disastrous in China than it was 
in Russia. 

Finally, in China today, even 
more so than in Russia, the accent 
is on nationalism. The unification 
and consolidation of China under 
the communists has been accom- 
panied by the growth of a nation- 
alist conscience among the Chi- 
nese. This new Chinese national- 
ism, bursting out, is presently 
making trouble for the Free 
World in Formosa, Malay, and 
elsewhere. But sooner or later it 
is also bound to make trouble for 
the Russians, particularly when 
Red China gets ready to exploit 
the natural resources of Sinkiang 
and Mongolia. 

Only time can tell what will 
happen. It is certain that Mao 
and Chou will be less and less 
willing to take orders from Mos- 
cow. But if outside pressures are 
too great, the Soviets and Red 
China may forget their growing 
differences. Our best bet is to play 
on the differences between the 
two and try to widen the cracks 
that are beginning to appear. 

—END 
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Concise Economic History of °, 
Britain—1950 to Recent Ti 


By W. H. B. COURT 


This is Professor Court’s indepen 
sequel to the late Sir John Claph 
Concise Economic Tistory of Brig 
Volume I (second impression 1951), p 
fessor Court carires the story of the a 
nomic life of Britani from 1750 to { 
beginning of the war of 1939. Hej 
seribes the growth of the first indust; 
state, its days of prosperity and 4 
grimmer features that came with it y 
lasted longer. 

The first part: The Growth of an] 
dustrial State, has chapters on populati 
agriculture and the land system; the pag here 
of innovation in mining and manufaetuy 
transport and overseas trade; investmey 
banking, the instability of the econom 
the state and the foreign balance; ¢ 
social setting and the influence of war, 

The second part: The Victorian Eongy iree 
and After, describes economic life in tvariou 
Victorian age of 1880; the vicissitudes 4 what 
an industrial state; industry and the so¢ 
order; the origins of the welfare stat 
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Britain as the leader of the world’s een pores 
omy, and the challenge to that leadershi 
between 1880 and 1939. 

Britain’s life is still deeply affect hrograt 
for good and ill by the processes « 
events Professor Court describes. ]j 
book will help a reader to understa 
to-day by showing what happened in ogra 
past still near to us, and in that da 
life which we all live. 

P . hrojects 
Cambridge Univ. Press Su. Pr 





Lord of the Isles 


By DONALD B. CHIDSEY 


Johnny Lamb couldn’t stop living lo 
enough to clear his name of a muri 
charge in Connecticut. Instead, he tug 
to a whaling ship and wound up int 
Sandwich Islands (now called Havwailiegra 
not only as a successful merchant of googie in 
and liquor but as common-law king { 
the reigning Queen Kaahumanu. He | 
a superb lust for life which he rarejjWeekly 
denied, but he had respect for peopl ink 
their rights and beliefs. He had becom ~ 
informal lord of the exotic Islands, mast 
of their fate as well as his own—when} 
met Ann Mathewson. mM, 

Ann was the very young widow of 0 
of America’s first Christian missionam 
in Hawaii. She was more strong;wilt 
than dedicated, more feminine than! 
ligious. One look at Captain Johnny 4 
Ann knew that her life would be worl 


Donald Barr Chidsey writes zestftl 
and with the vividness of a born slo 
teller. He recreates the Hawaii of t 
1820’s, where the pagan gods had jt 
fallen and East was about to meet We 
The way of life was spontaneous 4 MO 
amazing, from royal feasts to death bq ‘ 
tles of gladiators. 

But the real, contagious excitement 
in the mixture of explosive personalitf plete 
when Ann determines to convert the Quege bu 
—through the lord of the isles, Jolugms « 
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there is no service more practical .. . 
nore definite . . . more devoted to your 
interests than The Forecast. It will bring 
you weekly: 








three Investment Programs to meet your 
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In our April 13, 1954 bulletin we recommended that all 
subscribers buy Sperry at 57 and General Dynamics at 43. 
Since then both have been split 2-for-1 . .. marking our costs 
down to 28/2 and 211% respectively. 

At the latest closing price, Sperry was 6114 for the new stock 
—showing subscribers over 114% profit. Merger negotiations 
now in progress with Remington Rand caused a sharp ad- 
vance in Sperry during the market setback in March. 
General Dynamics also ignored the unsettlement in security 
prices—by continuing its spectacular advance. At this writing 
it is selling at 65%8 for the new shares—a gain of 204% 
from our buying price. 

The Forecast has won the confidence of its subscribers by 
uncovering “special situations” which have produced hand- 
some profits, regardless of the general market. 


PROFITS EXCEED 378 POINTS—INCOME AVERAGES 8.4 


On all 12 Forecast recommendations now being carried our 
gains exceed 378 points and dividend yield averages 8.4%. 
Subscribers are kept informed on new company develop- 
ments .. . and we will advise them when to take profits— 
where and when to reinvest. 

ENROLL NOW—GET ALL OUR RECOMMENDATIONS 
The time to act is now—so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 

Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
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(Continued from page 15) 


continuously in the United States; 
our reward for maintaining such 
an atmosphere is the highest 
standard of living in the world, 
and an industrial capacity which 
is now the surest protection of 
the West against Communism. 
We see all around us the tangible 
rewards of pressing for an ever- 
more balanced economy and it is 
more true of the United States 
than any other nation in the 
world that through our own phil- 
osophy and methods we have come 
very close to that ideal today. It 
is not merely a question of nat- 
ural resources in which other 
nations also abound. It is a ques- 
tion of how those resources are 
utilized and the extent to which 
the free play of the economy is 
permitted. This, probably, is the 
chief secret of our unparalleled 
progress. 

On thing the Western world is 
learning and that is that socialist 
shiboleths and slogans will not 
prevail against economic law, in 
the long run. This is a significant 


development which, in time, will 
be speeded up as the rest of the 
world studies the American sys- 
tem and learns from it. END 





Tremendous distances separate 
resources, manufacturing capac- 
ity and consumption centers in 
the Soviet bloc. In consequence, 
the transportation requirements 
of the Soviet Union and the cap- 
tive countries, relative to national 
product, are greater than those of 
other powers. They have been 
met principally by intensive use 
of rail capacity. The Soviet bloc 
does not have the diversity of 
means of transportation at pres- 
ent possessed by the Western 
countries, and is notably weak in 
shipping. 

1. In the period 1938-53, as a 
whole, the national product of the 
United States increased about 
three times as rapidly as that of 
independent Europe, and almost 
twice as rapidly as that of the 
Soviet Union. To a substantial 
degree, this difference reflects 
the varying effects of World War 
II. Between 1948 and 1953 the 
national product of the United 
States grew not quite 30 percent 
faster than that of independent 


Europe, and only two-thirg 
fast as that of the Soviet 

1. In the United States 
period 1938-44 was marke 
the liquidation of unempla 
and by the more intensive j 
industrial capacity, as well 
low investment and marke 
source depletion. Substantj 
vestment since the end of W 
War II, including the dey 
ment of new resources (dome 
and foreign), not only coy 
dated wartime gains but ge 
favorable conditions for f 
growth, although at a slower 

2. In the Soviet Union, the 
rior 1988—44 was marked } 
liquidation of unemployment 
by the more intensive use of 
dusttrial capacity, as well q 
low investment and marked 
source depletion. Substantial 
vestment since the end of W 
War II, including the dey 
ment of new resources (dom 
and foreign), not only con 
dated wartime gains but se 
favorable conditions for fz 
growth, although at a slowery 
further growth, although 
slower rate. 

2. In the Soviet Union, 

(Please turn to page 64) 








U. S. — Western Europe — Soviet Union 








United States 


Western Europe 


Soviet Union 


Captive Europe 





Total population: 
Change (1938-52) 


Annual increase (1948-52). 1.76 percent 
Size (end 1953) 161 million 


Trends in age structure.... 


Labor forces: 


20-percent increase 


Total growth has far excegded 
increase of working-age 
groups in recent years. 


Western Europe: 9-percent in- 
crease, Independent Europe: 
7-percent increase. 

0.9 percent (range f: —0.01 
percent in Austria to 2.4 per- 
cent in Turtey.) 

280 million (Western Europe), 
332 million (Independent Eu- 
rope). 

War losses largely offset by 
natural increase, but trend 
toward "aging" is accelerat- 
ing. 


9-percent increase within post- 
war boundaries. 


1.5 to 1.7 percent 


212 million 


Prewar gains in survival rates 
now yielding large additions 
to working-age groups. 


4-percent decrease, 12+ 
decrease excluding East 


many. 
1.1 Percent (1950-52). 


92 million. 


War losses and refugeeism 
pleted working-age 9 





Trend: 67 million (1953), 56 million 
(1939). 


Labor distribution 


Participation of women.... 


Hours weekly in industry... 


Unemployment 


Output per man or man- 
hour in manufacturing. 


Projections (to about 1970): 
Total population 


Working-age groups 


Retirement-age groups .... 





Agriculture: 11 percent of em- 
ployed persons and declining. 

Manufacturing and mining: 40 
percent of nonfarm em- 
ployees. 


Aged 14 and over: 32 percent 
(1953), 27 percent (1940). 


41 (1953,) 38 (1939) 


Near “frictional” level in re- 
cent years. 


Man-hour output increases 2 
to 3 percent per year, 30 
percent above 1938. 


204 million, 
103 million, 15 to 54 


10 percent, 65 and over 





125 million (1952-53), 
cent increase, 1928-48. 

Agriculture: Half the active 
males in southern countries; 
under 20 percent in north- 
western countries. 

Industry: Number employed in- 
creased 20 percent or more 
over 1938 in 10 countries. 

Range: Under 20 percent (Italy, 
Netherlands, Belgium) to over 
50 percent (Turkey, Yugo- 
slavia) employed. 

Median: 45 (1952 to 1953) 
or Italy, 39; Germany 

48 


10-per- 


Postwar: High employment in 
northwestern countries, but 
chronic unemployment in 
southern countries. 

Risen 18 percent since 19°8; 25 
percent since 1918. Present 
levels range from 15 to 50 
percent of United States 
level (value added basis). 


302 million, Western Europe; 360 
million, Independent Europe. 

200 million, 15 to 64, Western 
Europe; 240 million, 15 to 64, 
Independent Europe. 

15 to 17 percent, 65 and over.. 





105 to 110 million (1953), 95 
million (1940). 

Agriculture: 50 to 55 percent 
of labor force. 

Industry: 60 to 65 percent of 
non-agricultural labor of 
which 70 percent in "heavy" 
branches. 


Near complete labor 
tion. 

Agriculture: Over half the 
tive males in population 

Industry: About 8.5 millio 


Over half those over 15 em-/| Pressed to enter urban 
ployed, higher seasonally. ment. 
Important in Soviet bloc agriculture. 


46-48 minimum. 


48 minimum (1953), 40 average 
(1937). 


None officially admitted but low productivity reflects co 
able concealed underemployment. 


1953 man-hour output equaled 
1937. (1937 level about 30 
percent of United States), 
1953 man-year output up 20 
percent. 


Very low and not advand 
planned. 


260 to 280 million 
146 Million, 15 to 54 


100 million. 


62 million, 15 to 59. 





Generally shorter life expectancy. 
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Your help can mean the difference between 
the “Yes” or the “No” that answers this 
child’s frightened question. For the girl's 
father has Cancer. 

Cancer plays no favorites. It strikes 
young as well as old, rich and poor, strong 
and weak. It lays its black finger on 1 out 
of every 4 Americans. But this terrible 
scourge can be conquered. 

It will be conquered. /f you help. 

The American Cancer Society —through 
a legion of doctors, technicians, scientists, 
volunteers— wages endless war on our most 
dreaded disease. And every year some 
75,000 men, women and children win their 
own personal victory in the fight back to 
health. 

But too many are lost. Too many seek 
care too late. To fight this healing war 
takes money — money for education, re- 
search, drugs, equipment. 

Will you help conquer Cancer? By a 
check —to help others. By an annual 
checkup—to help yourself. What you give 
today may me the difference between 
“Yes” and “No” for yourself—or someone 
dear to you—in the days to come. 


American 
Cancer Society 


GENTLEMEN: 

| want to help conquer Cancer. 

() Please send me free information about Cancer 

C) Enclosed is my contribution of $___.____to the 


Cancer Crusade. 
Name__ 


Address 


City._ ‘ " Zone State 
(MAIL TO: CANCER, c/o your town’s Postmaster) 
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period 1938-53 was characterized 
by both unfavorable and favor- 
able circumstances. The Soviet 
Union suffered heavy war losses 
in terms of human life and capi- 
tal resources. Between 7 million 
and 10 million persons were 
killed, or died, in the armed 
forces alone. Metallurgy was hit 
with special severity, with 60 
percent of the prewar steel and 
aluminum capacities destroyed or 
damaged. In agriculture nearly 
half the horses and one-seventh 
of the cattle were lost. 
Counterbalancing these losses, 
to a varying degree was the terri- 
torial expansion of the Soviet 
Union. Also, it increased its labor 
input through the lengthening of 
the workweek from a prewar 40 
hours to a postwar 48 hours, 
through the more extensive em- 
ployment of women, and through 
the conscription of 14- to 17-year- 
olds. It gained technologically 
through the free access of thous- 
ands of Soviet engineers to Amer- 
ican industrial know-how; and it 
has enjoyed extremely large cap- 
ital and raw material transfers, 
through lend-lease and through 
booty or tribute from its captive 
states. In 1944 alone, more than 
a quarter of the entire mineral 


‘consumption of the Soviet Union 


came from lend-lease. 


3. The war inflicted heavy hu- 
man and material losses upon 
Western Europe also. Economic 
recovery after 1947 was rapid, in 
large part owing to the Marshall 
plan and other mutual assistance 
programs. 


4. For these reasons, while no 
comparison between nations and 
through time is absolutely “fair,” 
the period considered is probably 
no “worse,” or no “better,” than 
others. The important fact is 
that past trends, by themselves, 
are poor guides to the future. 
Forecasts, if attempted, should be 
based upon concrete structural 
analysis. 

II. An examination of the vari- 
ous factors of production (growth 
of labor input, agriculture, hous- 
ing, etc.) in the United States 
and in the Soviet Union today 
gives strong grounds for expect- 
ing that the absolute gap in the 
size of the 2 economies will widen 
over the next 2 decades, although 
the rate of growth in the Soviet 
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Union might be somewhat higher 
than the rate of growth in the 
United States. 

III. Economically, Western Eu- 
rope has been growing somewhat 
more slowly since 1938 than has 
the Soviet Union ,although its 
growth has been more rapid than 
that of the captive countries. If 
the rate of growth of Western 
Europe is not to fall even farther 
behind that of the Soviet Union 
it is necessary that certain “bot- 
tlenecks” be eliminated. 

1. Western Europe is a deficit 
area with regard to many new 
materials. For his reason its in- 
dustrial activities must be cent- 
ered upon imports, fabrications, 
and reexports. It is greatly de- 
pendent, therefore, upon interna- 
tional trade, the expansion which 
is indispensable to further eco- 
nomic growth. 


2. The partial and imperfect 
integration of Western Europe 
tends to perpetuate the inefficient 
utilization of labor, capital, and 
natural resources. In the countries 
of Northwestern Europe econom- 
ic growth has been limited by the 
shortage of labor (under existing 
technology). In the Mediterran- 
ean countries, where labor is more 
abundant, economic development 
has been retarded by shortage of 
capital. 

IV. A major reason for the 
slow economic progress of the 
captive countries of Eastern Eu- 
rope has been the tremendous 
drain of their resources by the 
Soviet Union. As in the Soviet 
Union, the weakest sector has 
been agriculture. 


1. The gain from captive trib- 
ute to the Soviet Union has been 
substantial, particularly in terms 
of war-sustaining resources. But 
this gain has been offset, in part, 
by the extra military and other 
security efforts on the part of the 
Soviet Union needed to prevent 
revolt in those countries. 

2. A reasonable forecast of the 
economic future of the captive 
countries is difficult, if not impos- 
sible. Demographic and resource 
factors are favorable in varying 
degrees in these countries. But 
political conditions of crucial im- 
portance are unforeseeable. They 
include the extent of future Soviet 
exactions, the character and pace 
of industrial expansion required 
by the Soviet Union, the degree 
to which economic cooperation be- 
tween the captive states might be 
permitted, the morale of the 
labor force, and even the con- 


THE 


tinued existence of, say, Po; 
in its present boundaries. 

3. For these reasons, the 
tive countries, in the long te 
may prove to be an economic ¢ 
upon the Soviet Union. 

V. Per capita personai y 
sumption in the UUnited State 
more than 40 percent higher t 
it was before the war, while 
independent Europe it has ris 
on an average, by 11 percent, 
contrast, per capita personal ¢ 
sumption in the Soviet Uniong 
Poland is barely above the » 
war level; in other captive 
tries, especially East Germany, 
is still below that level. Thus, ( 
ferences in living standards | 
tween the East and the West ha 
widened over the past 15 yen 


—Joint Committee on the Economic i, 
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The Lowering Clouds 


THE Secret Diary or Harorp L. In 

During the two years following the 
break of war in Europe in Septen! 
1939, Harold L. Ickles poured into 
black looseleaf folders of his secret ii 
the inside story of one of the great q 
changes which make true history. 7 
was the shift of the United States 
the American people from a position 
neutrality bordering on isolationism 
one of deep and committed involvem 
with the foreign world. 

Harold Ickles was the right ma 
keep this record. On the night after P 
Harbor, as he tells the story here, 
was approached in the White Hous 
Senator Hiram Johnson, the man who 
originally proposed Ickles for a (abi 
job. He was a bitter-end isolationist; 
two men had not seen each other for 
years. But this was, at last, the bitter 4 
and Ickes could tell the President | 
that Johnson would vote the next day 
our declaration of war. 

The cast of characters is more impor 
than the earlier volumes of the diary; 
President Roosevelt’s third term | 
had acquired both more power and = 
self-confidence than he earlier had. } 
he is tangling with men better i 
than he was, and the stakes have! 
correspondingly. His diary entries 
these years show the same truculence 
the same integrity, and a growing # 
of the tragic and fateful meaning of ¥ 
lay behind all the shoving and pus 
and jockeying for power which makt 
politics in a democracy. 

Here is an entirely unrewritten 5 
of the frantic struggle in high place 
get the vice-presidential nominatiol 
1940. It is followed by a day} 
record of the Democratic national co! 
tion in Chicago in that year and by 
account of the Willkie campaign, botl 
which are as readable as they are 
orthodox. Here are a little more than 
years of our immediate past told ) 
master diarist whose Washington * 
community in which one ean settle ¢ 
and lead a life of one’s own.”?’ | 
Simon and Schuster v 
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An Important Message To 
Investors With $20,000 Or More 


For this new era of industrial science—of dynamic investment opportunity—we offer you the 
most complete, personal investment supervisory service available today. 


Investment Management Service is designed to help you te own shares of companies that will 
PACE THE NATION’S GROWTH . . . leaders in electronics, aerodynamics, “push-button” pro- 
duction ... prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
you can share in huge profits to flow from our coming network of “throughways,” the St. 
Lawrence Seaway and other vast projects . . . from Canada’s boom . . . from the host of new 


products, metals, chemicals, techniques . .. ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


Expert Analysis of Your Present Holdings: 


Gur first step in serving you is to make a detailed 
repert—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 


outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account. . . advising retention of those most attrac- 
tive for income and growth . .. preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with 1954 outlook and longer term profit 
potentials, 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 


with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph, relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
face. Our contacts and original 


research sometimes offer you aid not obtainable else- 


problem you may 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amount of income it 
has produced for you. 


Investment Management Service has prospered by earning the steady renewals of its clients 
(many have been with us 5, 10, 15 and 20 years )—through actual results that have proved 


our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 


Full information on Investment Management Service is yours for the asking. Our rates are 
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the present worth of your account—or send us a list of your holdings for evaluation—we shall 
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can benefit you. 
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... that’s the record-breaking length of this new pipeline under the Gulf of Mexico 


Deep beneath the waters of the Gulf lies one of our 
nation’s most promising sources of crude petroleum. 
affiliate, Magnolia Petroleum 
Company, and its associates are developing several 


A Socony -Vacuum 


oil and gas fields in this off-shore area—one as far as 
28 miles from the Louisiana coast. Barges now bring 
the oil ashore at the rate of about 6,000 barrels daily, 


but operations are often curtailed by bad weather 


To assure a constant flow of oil and natural gas, 
an undersea pipeline is now under construction to 
gather this production. When completed, this i:ne 


miles under 
the sea... 


will extend a total length of 48 miles beneath the 
waters of the Gulf. It will permit nearly doubling 
Socony -Vacuum’s present oil production there and 
will eventually be capable of delivering up to 50,000 
barrels of oil daily to the Louisiana mainland. 

x * * 


This submarine gathering system, the longest 
undersea pipeline in the world, is another example 
of Socony-Vacuum’'s continuing efforts to help keep 
America supplied with the increasing quantities of 
petroleum it must have. 


SOCONY-VACUUM OIL COMPANY, INC. 


and Affiliates: MAGNOLIA PETROLEUM CO., GENERAL PETROLEUM CORP. 








